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NATO Is Divided 
On When to Tell 
Of Warhead Plan 


* A MhUI IIWAM 

■ the 20-year-oki Nike 
u-aircraft atomic war- 


By Walter Pincus 

Washington Post Service 

BONN — A still-secret decision 
o withdraw the 
Hercules ami 
wads from Weston Europe has 
pro du ced a disagreement within 
NATO over when the decision 
ihould bemade public. 

The withdrawal decision was 
idopted last spring, and some 
NATO officials want to make the 
decision public now to counteract 
•he growing anti-nuclear move¬ 
ment in Europe, 

But others, led by the United 
States, want to keep it secret until 
J983, when the U.S. 

and Cruise irassiles are_ 

to be deployed in Western E u rope. 

This internal NATO debate is 
part of a much broader problem 
facing the alliance as its program 
to modernize its nuclear weapons 
has forced a full-scale re-examma- 
tion of foe-entire 6,000-warhead 
nuclear stockpile in Europe. 

More than 200 Nike Hercules 
•launchers with accompanying nu¬ 
clear and conventional warheads 
are spread in a "belt" that rims from 
the north to the south of West 
Germany, malting them among the 
most visible nuclear weapon.sys¬ 
tems in that country. 

Under current plans, the Nike 
Hercules warheads, which proved 
impracticable here and m the 
United States, where they are no 
longer deployed, win be replaced 
by the Patriot air defense system, 
which does not have nuclear war¬ 
heads. 

Word of the stiC-secrct decision 
to remove the Nike Hercules was 
passed by NATO government offi- 
, dais here, in Hie Hague and in 
Rome who believe public disclo¬ 
sure of the move now could be a 
way to counter growing opposition 
to deployment here and m other 
NATO countries of the new long- 
range Pershing and Cruise mis¬ 
siles. U.S. officials would confirm 
only that a decision had. been 
made. 

Most NATO officials, however, 
-Ib d ig M Ba.BcraCrafariafreor 
discuss the matter cm the ground 
that it is "secret,** TIrar reasons, 
for keeping it sccrctWY, however. 

Under terms of a December, 
1979, NATO decision, the deploy¬ 
ment of .up to 572 of the Pershing - 
and Cruise missOe systems was-to 
he accompanied by removal of a 
similar number of warheads al¬ 
ready in Europe. 

When the decision was made 
last April to retire the Nike Her¬ 
cules as a key part erf lias removal, 
most NATO countries, including 
the United States, wanted to delay 
announcement so that it could be 
linked directly to introduction of 
the Pershing wad Cntae musks. 


There also was hope, voiced by 
several NATO officials, that the 
Nike Hercules warheads could 
somehow be worked in as bargain¬ 
ing chips in the coming theater 
aims control negotiations with the 
Soviet Union. 

Some NATO military men also 
wanted to bold off removing the 
old system until its replacement 
was ready. 

This was true evert though the 
Nike Hercules has never been a 
part of any realistic war planning, 
according to present and former 

NATO military mqn. 

NATO officials have been in the 
habit erf of overlooking the fact 
that many of the U.S. nuclear war¬ 
heads in the European stockpile 
have only limited usefulness. But 
these days there is more talk, at 
least among European members of 
NATO, about possible opportuni¬ 
ties to reduce the stockpile and re¬ 
tire older systems such as the Nike 
Hercules. 

Opposed by UJS. 

For the most part, however, the 
Reagan administration has op¬ 
posed such an approach, fearing, 
as one State Department offieial 
put it recently, that this could lead 
to “an unraveling” of all the nucle¬ 
ar systons. 

At the April NATO nwting 
where it was agreed the Nike Her¬ 
cules would be withdrawn, alliance 
officials also approved a plan to 
retire another okl weapon, 300 
atomic demolition mines — nucle¬ 
ar derices designed in the 1950s to 
block invasion routes. 

These so-called ADMs have 
been stored for years in the 
Netherlands and West Germany. 
Efforts to get an agreement to 
than m West German soil 
: always faded. 

The Nike Hercules and ADM 
withdrawal represent the first re¬ 
sults of the so-called “shift study,” 
a NATO review erf the nuclear 
stockpile originally proposed by 
the Netherlands in December, 
1979, at the tiqye of the alliance de- , 
dtiou dtplcy theBerahU^ and 1 ' 
Cntisermssfles. 

.!. .In hopes of getting the Dutch to 
agree to take 48 of the new Cruise 
missiles, the Carter administr&r 
Don's defense secretary, Harold 
Brown, agreed that the NATO Nu¬ 
clear Planning Group would un¬ 
dertake the study. 

The Dutch government at the 
time saw the study as a means of 
getting rid of older, short-range 
nuclear systems designed to be 
used on West European soB. That 
step, Htreue officials hoped, would 
be popular in their country, which 
had raised the biggest public pro¬ 
tests in 1977 and 1978 over the 
neutron artillery shells. 



BL STRIKE TALKS — Leu Murray, the 
head of the Trades Union Congress, above, 
and Sir Michael Edwardes, the chairman of 
BL, arrive for talks aimed at averting a 
strike. A tentative settlement was reached, 
but picket lines were set up at some BL 
anto plants in England. Story, Page 5. 
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ams of Danger 
To Camp David Process 
If U.S. Heeds Saudi Plan 


Mubarak Says Problems at Home, 
Not Abroad, Now His Main Priority 


By Howard Simons 
and David B. Ottaway 

Was hingt on Post Service 

CAIRO — Egyptian President 
Hosni Mubarak says that he would 
seek reconciliation at home with 
the political opposition of his slain 
pred e cessor, Anwar Sadat, while 
'Odaswjfiznited steps abroad to es¬ 
tablish detente with the assassinat¬ 
ed president’s adversaries in the 
Arab world. 

In a wide-ranging interview on 
Saturday, Mr. Mubarak empha¬ 
sized that he would concentrate on 
the pressing economic and social 
issues facing Egypt He said that 
while “everything is going right” 
with Egypt’s foreign policy — par¬ 
ticularly the peace process with Is¬ 
rael — he would be looking in¬ 
ward, unlike his two predecessors. 

“We are going to pay much 
more attention internally," he said, 
speaking English in the Uruba 
mansi on, which lies across from 
his home in the suburb of Heliopo¬ 
lis. 


The interview was revealing of 
the new style of leadership Mr. 
Mubarak intends to provide his 
shaken country as well as erf his 
main preoccupations after the as¬ 
sassination of Sadat on OcL 6 at a 
military parade. 

Quiet, seemingly confident and 
down-to-earrh, Mr. ..Mubarak 
called iiii internal security situa¬ 
tion the “main item" on his agen¬ 
da, but said the Moslem fanatics 
invoked in Sadat's killing were 
being rounded up and no longer 
represented “a big danger." 

Details of Shooting 

“When we arrest all these peo¬ 
ple, everything is going to settle 
down,” he said." You can fed j 
pie starting to be at ease as 
were] some time ago." 

Together with several other top 
officials interviewed here during 
the previous three days, Mr. Mu¬ 
barak also provided some new de¬ 
tails of the assassination. 

“I was looking at the aerobatics 



team," said Mr. Mubarak, who 
was sitting next to Sadat in the pa¬ 
rade reviewing stand. “1 heard 
some bullets, the 
ident sayine 
to look at the president, 
standing up ... 1 saw the image, 
the figure of somebody approach¬ 
ing with a gun. {and] told the presi¬ 
dent, *Go down." ' 

“Somebody from behind pushed 
us ... When I fell on the ground, I 
felt nothing,” he continued. “I 
fainted for a couple of seconds. 
Them Z got up ... I found the pres¬ 
ident with blood in his mouth. 
That’s all that I saw.” 

Mr. Mubarak defended the per¬ 
formance of Egyptian security, 
which failed to intercept four as¬ 
sassins who jumped from a truck 
participating in the parade and 
rushed unopposed np to the re¬ 
viewing stand, firing bullets into 
the front row. He attributed the 
failure to the speed of the assassi¬ 
nation and the security men’s 

(Continued on Page 2, CoL 2) 


By William Claiborne 

Washington Post Service 

JERUSALEM — Israel has be¬ 
gun to intensify pressure on the 
Reagan administration to distance 
itself from the eight-point Saudi 
peace proposals, with Prime Minis¬ 
ter Menachem Begin sending Pres¬ 
ident Reagan a detailed and 
strongly worded condemnation of 
the Saudi plan and warning that 
expressions of interest in it could 
impede the Camp David process. 

Mr. Begin briefed his Cabinet 
cm Sunday on the letter to Mr. 
Reagan, in which the prime minis¬ 
ter complained that the United 
States is endangering the prospects 
of Middle East peace by encourag¬ 
ing a Saudi role. 

The contents of the letter were 
not disclosed, but a Begin aide said 
it “deals in detail with the prime 
minister’s point of view on the en¬ 
tire Saudi Arabia subject. He tells 
the president what he thinks about 
the Saudis, about the so-called 
peace plan and the United States 
reaction to it" 

Evron-Haig Meeting 

Mr. Begin is understood to have 
told Mr. Reagan that the Saudi 
— which call for Israeli 
iwal from all occupied terri¬ 
tory, the establishment of an inde¬ 
pendent Palestinian state in the 
West Bank and Gaza Strip, and an 
affirmation of the right of “the 
states in the region” to live in 
peace — is nothing more than a 
compendium erf extremist Arab re¬ 
solutions aimed at the destruction 
of Israel 

Similar expressions of concern 
were made Friday by the Israeli 
ambassador to Washington, 
Ephraim Evron, to Secretary of 
State Alexander M. Haig Jr. The 
ambassador’s complaint was ap¬ 
parently prompted by U.S. State 
Department insistence that the 
Saudi plan implicitly recognizes Is- 


Reagan and Mr. Haig spoke warm¬ 
ly Thursday about the plan offered 
in August by Saudi Crown Prince 
Fahd. 

In a brief exchange with report¬ 
ers, Mr. Reagan, referring to the 
Fahd plan, said, “The most signifi¬ 
cant part is the fact that they rec¬ 
ognized Israel as a nation to be 
negotiated with.” Later that day, 
Mr. Haig said, “There are aspects 
in the eight-point proposal made 
by Crown Prince Fahd by which 
we are encouraged.” 

Suspicion Is Gted 

The sources said Mr. Evron re¬ 
iterated to Mr. Haig that Israel re¬ 
jects the plan in its entirety. He 
added that praise for it by the 
highest-ranking U.S. officials, fol¬ 
lowing the controversy over the 
Saudi arms deal, was nicely to in¬ 
crease suspicion in Israel of a U.S. 
tilt toward the Arab side in the 
Arab-Israeli conflict. 

If this suspicion is not put to 
rest. Mr. Evron reportedly said, 
Mr. Begin mi ght find himself un¬ 
der heavy domestic pressure to 
pull away from the Palestinian au¬ 
tonomy negotiations being con¬ 
ducted with Egypt under U.S. 
auspices. 

That would be a major setback 
for the administration, which is 
anxious for progress on the auton¬ 
omy issue both to further the Mid¬ 
dle East peace process and to bol¬ 
ster Egyptian President Hosni Mu¬ 
barak’s efforts to consolidate con¬ 
trol as Sadat's successor. 

The sources said Mr. Haig 


agreed that the picture presented 
in the media of a dmini stration atti¬ 
tudes toward the Saudi plan could 
have damaging consequences for 
the autonomy talks. But Mr. Ev¬ 
ron, who returned to Israel on Sat¬ 
urday for consultations, was given 
no sign that the administration in¬ 
tends to recant its praise for Prince 
Fahd’s proposal, the sources add¬ 
ed. 

Mr. Begin plans to return to the 
subject Monday in what is being 
billed as a major political speech 
to open the winter session of Isra¬ 
el’s parliament, the Knesset 

Israeli government sources said 

that the Begin letter em phasiz ed 
that the Saudi plan contains no 
mention of a need to conduct ne¬ 
gotiations with Israel — nor even 
mentions Israel by name — 
precisely because to do sq would 
imply recognition. 

Moreover, Mr. Begin is under¬ 
stood to have written, there is no 
mention in the Saudi plan of UN 
resolutions 242 and 338, which call 
for negotiations with Israel and 
therefore imply recognition of the 
Jewish state. Both resolutions also 
call for Israeli withdrawal from 
territories occupied in the 1967 
war. a d eman d that Israel has re¬ 
jected. 

In analyzing the Saudi propos¬ 
als, Israeli officials pointed Sunday 
to a clause catling for a transitional 
period in which the West Bank 
and Gaza Strip would come under 
UN supervision pending the estab- 

(Contmued on Page 2, CoLl) 


U.S.-Saudi Plan Said 
To Provide for Bases 


Imernananai Herald Tribune 

WASHINGTON — The Reagan 


Israel, alarmed by Mr. ReaganN 
apparent praise for Saudi Arabia's 
peace plan, has warned the admin¬ 
istration that a U.S. move toward 
embracing even parts erf the plan 
could halt the negotiations on self- 
rule for the Palestinian inhabitants 
of Israeli-occupied territories. 

Sources said Saturday that the 
warning, coached in diplomatic 
language, had been given to Mr. 
Haig by Mr. Evron at their meet¬ 
ing Friday. 

According to the sources, Mr. 
Evron told Mr. Haig that the Israe¬ 
li government, deeply concerned 
by the Senate’s refusal last 
Wednesday to block an $8 3-bil¬ 
lion aircraft sale to Saudi Arabia, 
was further upset when Mr. 


Strikers m Poland Resist Appeals 
By Parliament and Union Leaders 


appeal was backed by the 
of firmer action if it went 


prom Agency L htpanh a 

WARSAW — Solidarity union 
activists said Sunday that strikes in 
many regions of Poland would 
continue despite a demand from 
parliament, appeals by unionJead-. 
ere and a warning that the govern¬ 
ment could be given emergency 
powers. 

Parliament on Saturday acceded 
to the wishes of Premier Wojdoch 
Jaruzdski. and passed a resolution 
appealing for an immediate halt to 
stiu.es. 

The 
threat 

unheeded, r ep ealing a wanting 
made by Gen. Jaruzdski cm Fri¬ 
day. 

if the strikes continue, parlia¬ 
ment said, it will consider “provid¬ 
ing the government with such legal 
means as are required” • 
cntly meaning a law to ban i 

A meeting of the union's Na¬ 
tional Commission has teen called 
for Tuesdav to attempt to regain 
control over the rcbemtms locals. 

WaratogfromWatora 

Solidarity leader Lech Waksa 
and the union's 12-man presidium 
also reiterated a call for a bait to 
wildcat strikes, which they said 
threatened to lose the union popu¬ 
lar support. 

Solidarity’s National Commis¬ 
sion meets Tuesday in Gdansk to 


debate internal restraints and pos¬ 
sible disciplinary measures against 
unauthorized strikers. 

But local union, leaders sazd 
strikes were continuing in steel 
works and sulphur mines in the 
Taroohrzeg-StaJowa Wola area of 
southeast Poland, textile factories 
in Zyrardow and Skiemiewice out¬ 
side Warsaw, coal mines at Sos- 
nowioc near Katowice and state 
farmain Zidona Gora province. 

250,000 oo Strike 

Notice of intention to strike has 
been given in almost a dozen other 
areas. 

Some 250,000 workers are esti¬ 
mated by local Solidarity leaders 
to be on strike: 

Many of the strikes revOhnc 
around local issues, such as a de¬ 
mand for the removal of an adm i n - 
istrator. But others are motivated 
by a rampai gn for a better food 
supply, which goes to the heart of 
the Tamng economy. 

Gen. Jaruzdski said Friday that 
there were bright spots, such as a 
gpod beet harvest that allowed 
sugar rations to be increased, but 
that the economy generally was 
continuing to decline. He said the 
first primly was to strengthen the 
market supply, but he said that au¬ 
thorities would not simpl y innease 
food shipments to areas in re¬ 
sponse to local strikes. 


Antigua Accorded Its Independence, 
Ending 3 Centuries ofRule by Britain 


ST. 


the Aramiimi Ptsa 

JOHNS, Antigua — The 


small Caribbean island nation oT 
Antigua' gained its independence 
from Britain on Sunday, ceding 
nearly 350 yeareof British rok- 

At midnight. Antigua became 
the imSepcndaif nation of Ant 
■nU Barnuda—named in < . 
enee w a sparsely poputeud sister 
island, whrarcoola cause the na¬ 
tion's first tragor crilift -wHh Jrta 

threats to jfeo»e. 

The ttNasaw woe presided 
over.hv Britton's Priflotsf Marga¬ 


ret and by the man who became 
prime minttw, Vexe Bird. 

The new nation facet an uncer¬ 
tain economic future, and its 
75,000 inhabitants, whose avenge 
income is hardy S1,000, are de¬ 
manding more foreign aid from 
the West, Unemployment is also 
high *— near 20 percent by official 
estimates. 

Despite indostmlreatioo prw- 
octs, foe economy stiB depends 
heavily on the unpredictable tour¬ 
ist indastxy, with the chief attrac¬ 
tions the beaches, yacht harbor 
and casino pstibhng. 


Saturdays resolution in the 
Sejm (paniament) said that, in 
view of a “danger to the nation's 
existence,** and the need to “pro¬ 
tect citizens’ basic needs,” parlia¬ 
ment called for an immediate halt 
in strikes. 

The resolution followed a pub¬ 
licity campaign by the government 
aimrel at placing much of the 
blame for the nation’s economic 
woes on work disruptions. 

Western economists attribute 
the situation mainly to a shortage 
Of spare parts and raw materials 
because of a lack of bard currency 
associated with Poland's foreign 
indebtedness. 

Passed Ihnnhnously 

The resolution was passed unan¬ 
imously, though few deputies 
appeared convinced that it would 
carry much weight. 

Parliament accepted an amend¬ 
ment put forward by a non-Com- 
munist member expr ess i n g approv¬ 
al of the Solidarity leadership’s caD 
for an end to wildcat strikes. 

But a phrase saying that the un¬ 
ion’s appeal was "a step in the 
same direction” as that being tak¬ 
en by the goverameut was struck 
aai at the urging of a Communist 
deputy. He insisted that some of 
the union's leaders were moving in 
a different direction. 

Meanwhile, millions of Poles ig¬ 
nored cold, nun and transport dif¬ 
ficulties to trudge to cemeteries 
and light candks to the dead for 
the .traditional All Saints' Day hol¬ 
iday, which holds strong religious 
and nationalist feelings here. 

Strikers left sit-ins to make pri¬ 
vate cakrimages or r esumed work 
for the day in public transport sec¬ 
tors to allow others to pay respects 
to family tombs ami Poland’s dead 
of two world wars and coundess 
uprisings against foreign domina¬ 
tion. 

Prosecutors in the Baltic pgrt of 
S pryprfri began a criminal investi- 
ttion of local Solidarity leader 



Cmdr. Kari Aadersson of the Swedish Navy, carrying a map, returns from visit to grounded sub. 


Sweden Awaits Captain’s Decision 
On Explaining Grounding of Sub 


Reuters 

STOCKHOLM — Sweden ex¬ 
pects the Soviet Union to permit 
the captain erf a stranded Soviet 
submarine to leave his vessel and 
explain what it was dong when it 
ran aground in Swedish waters last 
week, diplomatic sources said Sun¬ 
day. 

It was not known whether the 
captain would make known his de¬ 
cision to Swedish naval officers at 
the scene or through the Soviet 
Embassy in Stockholm, the sources 
added.' 

The commander of submarine 


gxuon ox local souaaniy leaaer ** - 

Marian Jtmsyk for raffing legisla- No. 137. which ran aground Tnes- 
- 1. ... — day in a restricted milhaiy zone 

about 10 miles from Sweden's Bal¬ 
tic naval base at Kariskrona, has 
said be would not leave his cam- 


toss and the government “traitors 
. to Polish society,” foe official PAP" 
news agency reported Sunday. __ 

It was foe first reported investi¬ 
gation of a senior solidarity offi¬ 
cial m foe imkm’s existence. 


maid without orders from Mos¬ 
cow and would only explain foe 


submarine’s presence if Soviet dip¬ 
lomats were present. 

Sweden has said it would not 
free the submarine until foe cap¬ 
tain agreed to cooperate in an in¬ 
vestigation. 

Swedish radio said a senior 
Swedish Navy officer spent about 
a hour on foe submarine this after¬ 
noon before emerging alone. The 
radio said Cmdr. Kail Anderssan, 
who spent several minutes on the 
vessel earlier in foe day, told re¬ 
porters be had spoken to foe cap¬ 
tain, buL be gave no details. 

KredinRepets 

Diplomatic sources said there 
bad bran a high-level meeting at 
foe Swedish Foreign Ministiy. 
They said no Soviet officials were 
presen L 

The Soviet Union has expressed 


rad s right to exist. _ _ _ t admiiystxation’s derision to sell 

y -AW ACS radar planes'to Saudi 
Arabia foreshadows a “grand de¬ 
fense strategy for the Middle East 
oil fields” involving “surrogate 
bases" in Saudi Arabia, equipped 
and ready for use by U5. forces if 
needed. The Washington Post re¬ 
ported Sunday. 

In a lengthy article, reporta 
Scott Armstrong wrote that foe 
“secret strategy,” initially devel¬ 
oped during the administration of 
President Jimmy Carta, “would 
allow foe U.S. Rapid Deployment 
Force to move ‘ova foe horizon' to 
these forward bases and pro-posi¬ 
tioned supplies if the Soviet Union 
or other hostile forces attempted 
to capture foe Persian Gulf qO 
fields, upon which America and 
other Western nations depend.” 

A m erican air and naval forces 
also could use foe bases and sup¬ 
plies if these oil fields were endan¬ 
gered, foe article said. 

“In addition, foe stage is set, ac¬ 
cording to an internal Pentagon 
papa and other sources, for a re¬ 
gionwide air defense network, led 
by Saudi Arabia and potentially 
including such moderate states as 
Kuwait, the United Arab 
Emirates, Oman, B ahrain and 
Qatar,” The Post said. It said that 
diplomatic negotiations,, as well as 
some sales of military hardware, 
have begun in other Gulf states 
toward that objective. 

The Pentagon on Sunday called 
foe report “totally unfounded." A 
spokesman said The Post article 
“appears to be contingency plan- 

3 by Carta administration offx- 
and assumptions, many of 
which are inaccurate.” 

In Jerusalem, Prime Minister 
Menachem Bogin's office had no 
comment on The Post's report. Uri 
Porat, Mr. Begin’s press secretary, 
said, “Yon can’t expect the prime 
minis ter to react to something that 
has not been con finned.” Howev¬ 
er, a senior adviser to Mr. Begin 
said, “If this stray is true, the only 
word that comes to mind is fan¬ 
tastic.' I hope this report is 
wrong." 

Citing U.S. diplomatic and mili¬ 
tary sources, as well as “an author¬ 
itative foreign official," The Post 
said foe Saudi-U.S. arrangement 
developed during “highly sensitive 
discussions” ova foe last two 
years of a complex plan to help foe 
Saudis build “military faculties 
with a sophisticated ’ electronic 
command system that could be foe 
nerve center for U J. forces fight¬ 
ing in defense of that nation.” 

’Secret Understamfing* 

The article said that the overall 
plan has not been approved by the 
Reagan White House, but that foe 
momentum of intricate plan* de¬ 
veloped by the Carter administra¬ 
tion has continued. 

The Post reported: “To the ex¬ 
tent that explicit terms have been 
agreed upon by foe two govern¬ 
ments, they were formalized in late 
February m a secret oral under¬ 
standing between Maj. Gen. 
Charles L. Donnelly Jr, foe chief 
of the U.S. military group in Saudi 
Arabia, and CoL Fahd Abdallah, 
the head of the Saudi Air Force 
and an influential member of the 
royal family, according to U.S. 
diplomats.” 


The plan allows officials of both 
countries, in foe absence of a for¬ 
mal diplomatic agreement, to deny 
particulars of the strategy- -while 
carrying forward its many conmli- 
cated steps, the article said, adding 
that foe Pentagon, asked for com¬ 
ment on foe story, issued a “blank¬ 
et denial” that there is any larger 
defense strategy for the region. 

The Post article said the contro¬ 
versial sale to Saudi Arabia of five 
Airborne Warning and Control 
System (A WACS) planes is a small. 
piece of what is envisioned, ac¬ 
cording to foe official sources here 
and abroad. 

In its debate on foe S8 J-biilion 
sale of military equipment, includ¬ 
ing AWACS, to Saudi Arabia, foe 
U.S. Congress did not confront foe 
larger defense strategy, since “the 
larger implications” of the compu¬ 
terized Command nwimimign jops 
system “were never raised for the 
congressional debate,” the article 
said- 

intended Strategy 

The Post reported foal foe heart 
of foe understanding is this: “If 
the United Stales will sell the 
Saudis an integrated package of 
top-of-the-line military technology, 
Saudi Arabia will build and pay 
for a huge network of command, 
naval and air defense facilities 
large enough to sustain U.S. forces 
in intensive regional combat in¬ 
volving the Soviet Union. 

“The strategy is intended to deal 
with graduated threats ranging 
from local insurgencies to all-out 
warfare with a major outside pow¬ 
er such as the Soviet Union, ac¬ 
cording to knowledgeable Ameri¬ 
can and foreign sources. 

“Ultimately, according to foe 
U.S. and foreign sources, the 
Saadis will permit foe United 
States to ‘pre-position’ more than a 
, muni- 
re- 

consuucied 
in Saudi Arabia by U.S. engineers 
according to U.S. specifications.” 


regret ova foe incident, but Swe¬ 
den has rqected this as inade¬ 
quate. It wants a plausible expla¬ 
nation from the captain about his 
presence in the restricted zone. 

Two Soviet diplomats have been 
permitted to go to Kariskrona, but 
they have been prohibited from en¬ 
tering the restricted zone. 

Strong arc lights cast an eerie 
glow over the area, sealed off since 
Friday by coast guard and navy 
vessels. A defense staff spokesman 
said cold weather, cramped condi¬ 
tions and the long period of wait¬ 
ing were bound to put pressure on 
foe 56-member crew. 

One of the destroyers in a Soviet 
naval force standing by in interna¬ 
tional waters headed eastward last 
night and was replaced by another 
destroyra. Sweden has refused to 
let Soviet vessels help free the sub¬ 
marine. 


INSIDE 

Tunisian Election 

Tunisians voted Sunday in 
their first multiparty general 
election since the country be¬ 
came independent from 
France in 1956, but even w hile 
polling was still under way the 
opposition parties made 
charges of voting irregulari¬ 
ties. Page 2. 

Help £or Libya 

Libya reportedly would have 
had trouble sustaining its in¬ 
tervention in Chad without 
the help of a forma U.S. intel¬ 
ligence agent. Page 2. 

Bribery in Oiina 

A national campaign against 
bribery is exposing the prac¬ 
tice on a grand scale. Page 4. 
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Former QA Agent’s Efforts Are Seen as Crucial to Libya Intervention in Chad 


ffir SalZ?- "* " 

Ntw York Tima Service 

WASHINGTON —Libya would 
p*ve had difficulty sustaining its 
intervention in Chad last year 
vndiout the support of a former 
U'S. intelligence agent, acco rding 
to pilots and technicians who re¬ 
cently returned from Libya. 

Tney said the Western personnel 
and materiel that the former agent. 
Edwin P. Wilson, supplied were in¬ 
dispensable to the Libyan military 
of CoL Moamer Qadhafi. 

6-Month Estimate 

These sources confirmed ac¬ 
counts published recently that 
Americans are flying and main¬ 
taining Libyan Air Force aircraft, 
including helicopters bearing Li¬ 
byan Air Force insignia, that were 
used by the Libyans in the inter¬ 
vention in Chad. 

“If the Americans left, within 
six months not one Chinook heli¬ 
copter would be flying,” said Mi¬ 
chael D. Bed well, a former UA 
Army pilot who returned Oct 8 


from Libya, where he worked for 
Mr. Wilson. Mr. Bed well would 
not elaborate on his experiences in 
Libya, but other Americans and 
Britons agreed with bis judgment 
and provided considerable detail 
about Mr. Wilson’s role and that 
of the Western airmen. 

The Libyan Air Force lias a fleet 
of 20 CH-47 Chinook helicopters, 
an advanced cargo aircraft de¬ 
signed in die United States and 
manufactured in Italy. 

A State Department spokesman 
said recently that there were so in¬ 
dications that Americans were in¬ 
volved with the Libyan Air Force. 
He added, without elaboration, 
that the department bad received 
unconfirmed reports that Ameri¬ 
cans, working for a civilian charter 
airline in Libya, might have taken 
part in airlifts to resupply Libyan 
troops in Chad. 

The spokesman, Alan Romberg, 
then added, “We believe it is total¬ 
ly inappropriate for any U.S. citi¬ 
zen to take any action which helps 
Qadhafi carry out such illegal ac¬ 
tivities as the occupation of 
Chad." 


John Anthony Stubbs, a British 
pilot who worked for Mr. Wilson 
in Libya earlier this year, said in 
an interview last week dial be had 
piloted C-130 Hercules airplanes 
On dozens of missions to advance 
bases in southern Libya to resup¬ 
ply Libyan troops and aircraft op¬ 
erating in Chad. 

Senior U.S. intelligence officials 
said that Libya, which has pur¬ 
chased a large arsenal of weapons 
and military equipment from the 
Soviet Union and Western nations* 
has a severe shortage of trained 
personnel Without Soviet advisers 
and forces, supplemented by pDots 
and technicians recruited in the 
West, they said, Libya's military 
forces would be immobilized. 

Mr. Wilson, by providing out¬ 
side help, has emerged as a pivotal 
figure in Libya, as an ex officio 
chief of procurement and recruit¬ 
ment for that nation’s air force, ac¬ 
cording to the pilots and techni¬ 
cians. Thau in effect, places Mr. 
Wilson, who was trained and em¬ 
ployed by the CIA for IS years, 
near the nerve center of a govern¬ 


ment considered a pariah state by 
the United States- 

Mr. Wilson left U.S- govern¬ 
ment employ in 1976. He was in-' 
dieted last year by a VS. grand 
jury in Washington on charges of 

illegally shipping explosives to Li¬ 
bya. He was reindicted last month 
and is a fugitive living in Tripoli. 

Began in 1976 

Mr. Wilson's work for Libya, 
which began in 1976 when he and 
another former agency employee, 
Frank E. Terpfl* signed a contract 
to sell their expertise to train ter¬ 
rorists, has grown to include five 
projects, according to recent asso¬ 
ciates of Mr. Wilson. They are 
these: 

• An effort, considered illegal 
by U.S. authorities, to obtain more 
than $35 million worth of spare 
parts in the United States and Brit¬ 
ain for Libyan transport aircraft 
manufactured in the United States. 

This effort, which involves a 
complex plan to ship the parts 
through Italy, remains active, ac¬ 
cording to British and U.S. law en¬ 
forcement officials, and is consid¬ 
ered essential to kee pin g the Li¬ 


byan fleet of cargo planes and heli¬ 
copters flying. 

• Recr u i tm e n t of UJ5. hdicop- 
ter pilots and mechanics to tram 
PaW tfmany and Libyans to fly 
and irtahnam the Chinook helicop¬ 
ters. This training program is di¬ 
rected by Mr. Hitcfaman, a former 
Marine Corps fighter pilot who 
worked for more than 10 yean as a 
pilot for Air America, a company 
owned by the CIA. 

• Construction of at least one 
so-called “dean room,’’ a sterile, 
soundproof chamber that has a va¬ 
riety of uses, including assembly of 
both conventional and nuclear 
weapons. Libya does not currently 
possess nuclear weapons or the 
ability to make them, according to 
UJS. intelligence officials, but may 
be using the room for computer 
operations pr the assembly of con¬ 
ventional warheads. 

• Employment of British pilots 
and mechanics to fly and maintain 
Libyan-owned C-130 Hercules car- 

S t planes. These planes served as 
e backbone for resupply of 
troops and materiel in Libya’s mil- 
itaiy intervention in Chad eaihet 
this year. 


• Recruitment of U5. ofl tech¬ 
nicians and procurement of oD- 
fidd equipment, important to the 
development of Libyan ml re¬ 
sources, the mgin source of reve¬ 
nue for the Libyan government. 
Mr. Wilson's work, which was 
done directly for the Libyan state 
ofl company, supplemented similar 
activities of U.S. «1 companies 
that operate Libyan oil fields. 

Legality Question 

The recruitment of American pi¬ 
lots and technicians would not ap¬ 
pear to violate U.S.' laws, accord¬ 
ing to Justice Department officials. 
They said it was iflegalfor Ameri¬ 
cans to enlist in the military forces 
of a foreign government, but that 
Mr. Wilson’s operation would not 
be covered by the laws because the 
Americans working in Libya, were 

recruited and paid by a Swiss com¬ 
pany controlled by Mr. Wilson. 

The UJS. authorities said that 
some other facets of Mr. Wilson’s 
work for Libya, including the ef¬ 
forts to obtain spare parts, would 

be illegal because of a government 
ban on the export of UJS. aircraft 
and spare parts to Libya. 


Chadian Leader Seeks 
Peaceful Libya Pullout 


From Agency Dispatches 

- PARIS — President Goukooni 
.Thicddei of Chad says he expects 
; Libyan troops to withdraw from 
■the country “without any problems 
lor disagreeable incidents.’ 1 

• 1 “I am convinced that Qadhafi is 
•going to respect his word of hon- 
'.orr Mr. Goukouni said at a news 
! conference Saturday, r e fer rin g to 
■CoL Moamer Qadhafi of Libya. 
Ubyan troops entered the country 
.in December to help Mr. 
:Goukouni subdue an opposition 

• faction in Glad’s civil war. 

Speaking from Ndjamena, the 
; capital. the Chadian president re¬ 
called that Libya had said “cm 
.many occasions” that it would 
; withdraw from Chad when asked 
-to do so by the Chadian govera- 
Iment. 

’ A Chadian government commu- 
•ruque demanded Thursday that Li- 
. bya withdraw its troops from the 

• Ndj amena and SOUthem Chad im- 
.mediately and from the rest of the 
country by the end of the year. 

But Radio Tripoli said from the 
'Libyan capital that the report on 
the Chadian request was mislead- 

• mg. And the leader of the Chadian 
rebels, Hissene Habre, cast scorn 
on Mr. Goukooni as a creature of 
the Libyans, saying in an interview 
that Libyan forces would never 
leave of Chad unless they were 
driven out 

Military sources in Ndjamena 
said it would take about three 
weeks to determine if Libya would 
-honor Mr. Goukouni’s request 
The Chadian co mmu niq ue said a 
ministerial commission had been 
created to reach a common accord 
with the Libyan authorities. 

“The pan-African peacekeeping 
forces and tbe integrated national 
army will progressively take pos¬ 
session of the localities still occu¬ 
pied by the Libyan forces,” the 
statement said. 

Libya helped Mr. Goukouni 
drive Mr. Habrc and his Forces 
from Ndjamena Western intelli¬ 
gence sources estimate there are 
between 8,000 and 15,000 Libyan 
troops in Chad. 

After the Libyan intervention. 
Col. Qadhafi announced plans to 
merge Libya with Chad, a nation 
of four million people that has 


been engaged in civil war almost 
continuously since its, independ¬ 
ence from France in I960. Mr. 
Goukouni reportedly has been un¬ 
der increased pressure from CoL 
Qadhafi for the union with Libya. 

The Chadian president said Sat¬ 
urday he was counting on the Or¬ 
ganization of African Unity to 
help with tbe “defease and securi¬ 
ty” of Chad. 

On Saturday, Libya's official ra¬ 
dio described as misleading the re¬ 
port that President Goukouni had 
called for the withdrawal of Li¬ 
byan troops. But Radio Tripoli, 
monitored in Beirut, stopped short 
of directly denying the reports. 

Radio Tripoli said Western 
newspapers “have concentrated on 
an alleged call” by Mr. Goukouni 
“for the full and immediate with¬ 
drawal” of Libyan troops from 
Chad. “These allegations,” the 
broadcast said, “are designed to 
undermine the dose relations be¬ 
tween tbe Libyan and Chad peo¬ 
ple.” 

Chad's request for a Libyan 
withdrawal has been welcomed by 
official statements by Sudan and 
Nigeria, both of which have op¬ 
posed the Libyan presence in 
Chad. 

Mr. Habrc, in an interview with 
the Associated Press at a mountain 
base in eastern Chad, said tbe 
United States must counter Soviet- 
backed Libyan expansionist 
dreams in Africa. He said Libya 
would not leave the country unless 
it was forced out. 

“Libya is in Chad to stay, it did 
not come for tourism,” Mr. Habre 
said. "The Soviet Union is backing 
it full force. We see Russians. East 
Germans and Cubans participat¬ 
ing in the attacks.” 
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Violations Americans wfeo Worked with'him £ 

™ i ^ Libya. They said that Mr. * 

IflRFO-Pfl m HJtchman traveled to England Mr ' 

Vr !ifl I -UX about four months ago in an ap- According to.Mr. Stubbs, the 

-_ T patently unsuccessful!attempt to British pilot, combat m i ssi on s over 

I nmaia w/ltd 3 * bay parts for a civilian version of Ch ad , u sin g Soviet-built MiG 

M. UUIolA T vHX-/ the helicopter. Mr. Wilson, in a fighters, were flown by Soviet pi- 

telephone conversation in August, lots. The jet fuel used in the flights 

First Moltroartv Poll tola an American pilot in Alabama was brought in by C-130s flown by 

* ■' he needed 22 replacement en- Mr. Stubbs and his British col- 

Since Independence gines for tbe helicopters, according league, he said. “We were Jogjsti- 

r to the pilot. caDy keeping the Russians' MiGs 

Mr. Wilson's recruitment of hd- airborne/’ he said. 

TUNIS — T unisians voted Sun¬ 
day in their first multiparty gener- - , — ,,■■■■ ■ ■ —.. . . — ■ 

WORLD NEWS BRIEFS 

1956, but even whale polling was M 1 ^ 

under way the opposition parties 

S^***® 5 01 dtamd Babb, in Rome, Is Doubtful of Plot 

The three opposition move- The Associated Pros 

men is taking part in the contest ROME — Maxwell M. Rabb, the UJS. ambassador to Italy, returned 
nevertheless said at a joint news here over the weekend and dismissed reports that he had gone to Wash- 
conference that they were not ington because of concern that a Libyan plot might jeopardize his safety, 
withdrawing their candidates. He told reporter on Saturday that he was “extremely satisfied” with a 

“We persist in wanting tbe sue- of consultations he had in Washington with President Reagan and 

cess of tne current democratic pro- top State Department officials on -Italian r e la tions , and he said be 
cess.” Communist Party leader had full confidence in the ability of Italian authorities to protect him and 
Mohammed Hannd said. the U.S. Embassy. 

He and former Defense Minister Mr. Rabb, 71, left M3an on Oct. 14 and went to Washington in a 
Ahmed Mestiri, leader of the mmnw that was described at the time as hurried and secretive. Newspa- 
mainstream opposition Democrat- per accounts from Washington reported that Mr. Rabb had left Italy 
ic Socialist Movement, charged because of fear that Libya had targeted him for attack. Accord in g to the 
that there had been numerous vio- accounts, the attack would have been a Libyan reprisal for the incident 
lations of electoral law. last August in which two U-S. Navy jets shot down two Libyan jets after 

Voter Harassment Charged the American planes were attacked over the Gulf of Sidra. 

6 Embassy officials have said the major reason for his visit to Washington 

They said a number of voters was to assist lobbying for tbe sale of AWACS aircraft to Saudi Ara- 
were intimidated, opposition ob- ^ 


A U.S. grand jury in Washing¬ 
ton is continuing the geveroneavs . 
investigation of Mr. \Vflson’s ac¬ 
tivities, and U.S. law' enforcement 
officials said that additional in¬ 
dictments were likely to be handed 

up later this year. 

In addition, the House Select 
Committee on Intelligence recently 
began an investigation of Mr. Wil¬ 
son’s activities. 

Mr. Wilson’s interests,' which 
also have included an effort to 
help modernize Libyan agricul¬ 
ture, produces for him an annual 
gross income of more than S3 mfl- 
uon, according to recent associates 
of his. 

Stated in Britain 

The effort to obtain spare parts 
for the Libyan Air Force began in 
Britain last year. Mr. Wilson pro¬ 
vided several Britons with a list of 
more than 3,000 spare parts need¬ 
ed for Libya’s C-130*. Mr. Stubbs, 
who flew the-planes and is familiar 
with the effort to acquire spare 
parts, said the Libyan planes were 

“in desperate need” of mainte¬ 
nance. 

Mr. Wilson has also been trying 
to obtain spare parts for tbe Chi¬ 
nook helicopters, according to 
Americans who worked with him 


icopter pilots and .mechanics dates 
to 1979, when be signed a contract 
with the Libyan government to 
provide trained personnel, accord¬ 
ing to Americans familiar with the 
operation. These sources said the 
contract expired this month and 
that Mr. Wuson was attempting to 
renew it. To date, they said, Mr, 
Wilson has provided mote than 50 
Americans. 

According to pilots and mechan¬ 
ics who worked in the. program, 
the Americans flew ami main¬ 
tained Libyan helicopters and 
trained Libyans and Palestinians 
in their operation. 

Americans and Britons familiar, 
with die operation said that some 
of the helicopters were used to fer¬ 
ry supplies and troops to the Chad 
frontier. A British flight engineer 
said that American pilots “were at 
(he controls” on flights into Chad, 
which is in north central Africa. 

American pilots and mechanics 
interviewed by The Times denied 
those reports, saying that Libyans 
An d Pal estinians flew the planes. 
Tbe Americana said,- however, that 

use of the helicopters to support 
the intervention in Chad probably 
would not have been possible with¬ 
out maintenance provided by 
American personnel recruited by 
Mr. Wilson. 


First Multiparty Poll 
Since Independence 


According to Mr. Stnbbs, the 
British pilot, combat missions over 
Cha d, using Soviet-built MiG 
fighters, were flown by Soviet pi¬ 
lots. The jet fuel used in the flights 
was brought in by C-130s flown by 
Mr. Stubbs and his British col¬ 
league, he said. “We were logjsti- 
caDy keeping the Russians’ MiGs 
airborne,” he said. 
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Cabbages await sale at a Bucharest stand. Many other basic foodstuffs are in short supply. 


With Poland’s Situation in Mind, 
Romania Makes Internal Changes 


Mohammed Hannd said. 

He and former Defense Minister 
Ahmed Mestiri, leader of tbe 
mainstream opposition Democrat¬ 
ic Socialist Movement, charged 
that there had been numerous vio¬ 
lations of electoral law. 


dreams in Africa. He said Libya By Marvine Howe 

would not leave the country unless New York Tima Service 

itwasforcedout- . BUCHAREST — Every day, 

Libya is in Chad to stay,_rt did Romanians, like the people erf Po- 
°° j 0 ®®* tpunsm, Mr. Habre land, have to stand in long lines 
? a k d -„7 heS ^ CtlJl S 0n, ? bac ^ g for f«>d; they often cannot find 
it full force. We see Russians. East cooking ofl, sugar, dairy products, 
Germans and Cubans parucipat- freshingoreggs. 
tog “ attacks.” Like Poland, too, Romania is 

Mr. Habrc, who leads a guerrilla faced with a rising external debt, 
army believed to consist of aboat balance-of-paymenis problems. 


6,500 men, has continued to fight a hard-currency shortages, overin- 
guerriDa war in southeastern Chad vestment in heavy indSnry and no- 
along the border with the Sudan. elect of agriculture. 

Mr. Habre said: “Goukouni al- But trials say they have 
lowed the Libyans in. He can call learned from the Polish experi- 


Israel Warns U.S. of Danger 
From Saudi Plan on Mideast 


(Continued from Page I) 

lishmenl of a Palestinian state. 
This clause, the officials said, is de¬ 
signed to avoid any direct Saudi 
recognition of Israel. Mr. Begin is 
understood to have made that 
point to Mr. Reagan. 

Mr. Begin's letter appeared to 
be part of a coordinated campaign 
by Israel to mute U.S. expressions 
of interest in tbe Saudi jrian and 
direct the focus of attention to the 
Camp David accords. 

This theme was taken up Friday 
by Foreign Minister Yitzhak 
Sham ir, who said that each of the 
Saudi proposals represents a “poi¬ 
soned dagger thrust into the heart 
of Israel's existence,’* and by De¬ 
fense Minister Arid Sharon, who 
repeated bis allegation that the 
United States is indirectly provid¬ 
ing sophisticated weapons to Iraq 
by arming Saudi Arabia and Jor- 
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on them to withdraw, but that is ence. They arc determined to prc- 
oniy part of the scenario he is play- vent any Organized protest movc- 
ing for them. He owes his existence coent from developing along the 
to them. He is their man. Mean- lines of the Solidarity union- 
while. CoL Qadhafi is realizing a Security controls, said to be the 
long-cherished dream of expan- tightest in Eastern Europe, swiftly 
son.” check any attempt to organize op¬ 

position. 

r rt e Tti Apparently aware of graving 

I mtJm Ot UflUfifCr discontent over the economic situ- 
£3 ation, Nicolae Ceausescu, the 
-m*-# 1 - Romanian leader, has sought to 

an on imaeast spur agriculture and to take other 

measures to ease shortages. 

The United States has denied Artfrid* 

that charge, but Israeli military Arrested 

sources have responded that proof A budding free labor union 
of arms transfers by Jordan and movement was dispersed in 
Saudi Arabia to Iraq could be March, 1979, and has not been al- 
made public by Israel if the lowed to reappear. The 30 to 40 
Reagan administration persisted in activists were arrested: most have 
its denials. since escaped abroad. The gpvera- 

Mr. Sharon reportedly has in- ment has strengthened the official 
formed the Reagan administration unions without giving them more 
that he is postponing a visit to autonomy. 

Washington scheduled later this However, officials say they fear 
month in which he was to have dis- that a deterioration of the situa- 
cussed strategic cooperation be- lion in Poland could lead to Soviet 
tween the United States and Israel, intervention there and an increase 
The reason reportedly given was in East-West tension. Such a devel- 
the defense minister’s heavy sched- opment, they say, could narrow 
ule. ’ Romania’s field of maneuver. 


Romania’s field erf maneuver. 


While there is no known dissi¬ 
dent or ganizatio n, there are said to 
have been at least SO acts of pro¬ 
test in the last two years — work 
stoppages in factories, sabotage in 
a chemical factory, the destruction 
of an empty supermarket and, last 
month, two small bomb explosions 
near a bookstore and party head¬ 
quarters in PIoeslL 

“People are angrier ” a Western 
diplomat said, “but they arc not 
trying to overthrow the govern¬ 
ment.” 

Apparently reacting to discon¬ 
tent, Mr. Ceausescu began a pro¬ 
gram of change in February, ac¬ 
knowledging that agriculture had 
been negle ct ed in favor of industri¬ 
al development 

Officials Dismissed 

Several officials, including the 
fin a nc e minister, tbe planning 
chief and the agriculture minister 
were dismissed. The new five-year 
plan is to reduce growth in indus¬ 
try and to allocate more invest¬ 
ment to agriculture. 

According to foreign trade ex¬ 
perts. exports are e x p ected to in¬ 
crease by 20 to 25 percent this year 
as a result of foe new measures, 
and the growth in imports is being 
held to 5 percent. 

There is a campaign against 
hoarding, but tins bis not discour¬ 
aged citizens from attempting to 
stock up for-the winter. 

The (981-85 plan emphasized 
the development of energy sources 
— coat hydroelectric power and 
nuclear power. High col prices 
have been a problem because of 
the need for keeping the large 
petrochemical industry supplied 
with crude ofl. 


Romania’s domestic production 
of crude oil has declined from a 
high of 294,000 barrels a day in 
1976 to 230.000 barrels a day last 
year, and since 1979 Romania has 
been importing more crude ofl 
than it produces. Last year, for the 
first time, it imported Soviet oil at 
world market prices. 

Romania has traditionally diver¬ 
sified its foreign trade in an at¬ 
tempt to retain an independent 
stance, but in view of the shortage 
of hard currency it has had to nun 
increasingly to the Soviet bloc’s 
Council for Mutual Economic As¬ 
sistance, or Comecon. 

Romanian efforts to pursue an 
independent foreign policy have 
.paid off, according to Romanian 
officials. They point to a recent 
loan from the International Mone¬ 
tary Fund for S1J billion for a 
three-year period, a loan from the 
U.S. Export-Import Bank fra: $300 
million for a nuclear jpower plant, 
and foreign trade that is more tha n 
50 percent outside the Soviet bloc. 

Bishop’s Identity Revealed 


Voter Harassment Charged 

They said a number of voters 
were intimidated, opposition ob¬ 
servers expelled from polling sta¬ 
tions and some candidates round¬ 
ed up. 

Except for the Communist Par¬ 
ty. which was legalized in Jitiy. the 
opposition parties were required to 
win more than 5 percent of the 
vote Sunday to qualify for official 
recognition. They were generally 
expected to win no more than sev¬ 
eral seats. 

Tunisia’s ruling National Front, 
composed of the Socialist Destour 
Party and the UGTT trade union 
federation, was considered certain 
to dominate the new National As¬ 
sembly. Official results are expect¬ 
ed Monday. 

The move to democratize Tuni¬ 
sian politics was announced last 
April by President Habib Bourgui- 
ba at a congress of the Socialist 
Destour Party, which has been in 
office since independence. 

Tunisian newspapers Sunday 
urged the 2 million registered vot¬ 
ers to go to the polls, saying it was 
necessary to “contribute to a bet¬ 
ter reinforcement of democratic 
principles and make their applica¬ 
tion irreversible." 

In theory, the opposition groups 
contesting the election had the 
right to send obsexv&s to polling 


British Ex-Officer Admits Spying 


Horen 

LONDON—A former officer in 
British military intelligence has 
confessed that he was part of a 
British spy ring that passed infor¬ 
mation to the soviet Union during 
World War IL . 

Leo Long, a retired film compa¬ 
ny executive, told The Sunday 
limes newspaper that, he was part 
of the network run by Anthony 
Blunt, a former art adviser to 
Queen Elizabeth n, who stripped 
him of his knighthood when he 
was exposed two years ago. Mr. 
Long said be had confessed to 
British intelligence in 1964, at the 
same tune as Mr. Blunt, and like 
him. was never prosecuted. 

His statement is likely to cause a 
storm in Parliament, which was 
told last year that Mr. Blunt was 
the only spy given i m m u nity from 
prosecution since the war. Mr. 
Long said same members of Com¬ 
munist cells at Cambridge Univer¬ 
sity, where spies in the Blunt ring 
were recruited in the 1930s, could 
be in high positions of responsibili¬ 
ty now. But he refused to name 
them. 



Leo Long 


VATICAN CITY (AP) — The stations, but most of them were Hoxha Urges Kosovo Status Change 

mean on Friday reported the unable to do so because they had 


Vatican on Friday reported the 
death of 8 Romanian churchman 
and disclosed for the first time that 
be was a Roman Catholic bishop. 

Msgr. Konrad Kemweisz, 68, 
who died Oct. 24, secretly served 
as a substitute bishop in the 
diocese of Timisoara since 1954 
when Bishop Agostino Pacha was 
imprisoned “for bis faith,” the 
Vatican said in a report carried by 
its radio and daily newspaper, 
L’Osservatore Romano. 

The Vatican does not annrumcf- 
some appointments of bishops in 
countries hostile to the church. 


unable to do so because they had 
not obtained authorization. 

In one key Tunis constituency. 
Foreign Minister Beji Caid Essebsi 
was opposed by Mr. Mestiri of the 
Democratic Socialist Movement. 
The other main opposition party 
taking part, along with the Com¬ 
munists. is tbe People's Unity 
Movement. 

Only one shade of opinion is ab¬ 
sent from the election, political 


sources said: the Islamic Tendency 
Movement, whose fundamentalist 
leaders are in jafl. 


The Associated tress 

VIENNA — Enver Hoxha, the Albanian Communist leader, called 
Sunday on neighboring Yugoslavia to make the autonomous province of 
Kosovo a constituent Yugoslav republic as he addressed the eighth con¬ 
gress of the Albanian Party of Labor in Tirana. 

Violent dashes between police and ethnic Albanian nationalists in tbe 
southern Yugoslav province led to tbe deaths of at least mnepersons last 
March and April; more than 250 were injured. Alb anian officials allege 
that several hundred pecmle were lolled. 

The party congress of the Communist political or gan natio n opened 
Sunday. It is being attended by delegates representing 120,000 party 
members and delegates from about 20 Marxist-Leomist groups. But the 
meeting was marked by the absence of official delegations from ruling 
Co m m un ist parties, with the exception of Sou Hao, a Central Committee 
secretary of the Vietnamese Communist Party. 


Mubarak Says Problems at Home, Not Abroad, Now; His Main Priority China Bare Central Square Protests 
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shock at something that had never 
happened before. 

“They are not used to such a vi¬ 
olent act. It is something new in 
our country. ... In your country, 
you are used to it, but in our coun¬ 
try it is something we are not used 
to at all,” he remarked. 

Other officials said the military 
investigation, launched after the 
shooting, had discovered there 
were right other officers and sol¬ 
diers involved in helping the four 
captured assassins. 

One high official said they were 
all arrested and would be put on 
trial together with tire four assas¬ 
sins. “We are satisfied that is it” 
inside the armed forces, he said. 

Also going before a court-mar¬ 
tial will be a “few number of offi- 
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cere” who were in charge of securi¬ 
ty at the parade and allowed live 
ammunition to be smuggled in by 
the assassins , the hig h official said. 

All 12 officers and soldiers in¬ 
volved in the assassination were 
understood to belong to a small, 
civilian, and fanatical Moslem 
group called Al Jihad. Its leader, it 
was learned in these interviews, 
was Mohammed Abdel Salam 

Faraq, an engineer Cairo. More 
than 500 members of the group 
have been arrested. 

Crackdown on Moslems 

Mr. Mubarak indirectly criti¬ 
cized Sadat for failing to crack 
down sooner than be did on 
Moslem fundamentalist activities 
in the country. In early September, 
more than 1.500 Moslem and 
Christian extremists, as well as po¬ 
litical opposition figures, were de¬ 
tained. but Mr. Mubarak said. 
“We should have done this one 
year ago.” 

He said the Islamic fanatics bad 
begun expanding their acuvites a 
iong time ago. but Sadat had not 
wanted to take any action against 
them. He did not explain Sadat's 
reasons. 

Mr. Mubarak went to great 
lengths during the interview to 
make assurances that he does not 
plan to change Egyptian policy 
toward Israel after the final Israeli 
withdrawal from the occupied 
Sinai peninsula next April 25. 

Rejecting speculation that he in¬ 


tends to move closer, at least, io 
the moderate Arabs and distance 
himself from Israeli leaders after 
that date. Mr. Mubarak said, “It 
will not happen.” 

“We have declared and Presi¬ 
dent Sadat declared that our polity 
is not the policy of one man, but 
the policy of a country,” he said. 
“After the 25th [of April] and we 
take back our territories, we will 
deal with Israel as any other na¬ 
tion. 

“We will not freeze relations. 
Why? We are going to deal with 
Israel as a neighbor and like any 
other country anywhere in the 
world,” Mr. Mubarak insisted. 
“We have rejected all means of 
war. So after taking back our occu¬ 
pied territories, why are we going 
to raise befl or to start any kind of 
bad relations?” 

“I didn’t even think of it,” he 
added. 

Mr. Mubarak also explained his 
attitude toward Arab nations that 
had been hostile to Sadat but had 
moderated their stand toward 
Egypt since his death, particularly 
Saudi Arabia. 

He said he had ordered a halt to 
all attacks in the Egyptian state- 
controlled media against other 
Arab nations, including Libya, but 
that he did not intend to go further 
in initiating a rapprochement. 

“We are going on the principle 
of wait and see,” he said. “If they 
want to start good relations with 
us. we arc ready, but on tbe basis 


that we are not going to drop our 
relations with Israel by any means. 
There is Camp David and we re¬ 
spect it,” be added, referring to tbe 
U.S.-sponsored accords that 
brought peace between Israel and 
Egypt and provided for the still 
unfinished negotiations to settle 
the problem erf Palestinians in oc¬ 
cupied territories. 

No Radical Shift 

Mr. Mubarak said Egypt 
planned to go ahead with the Pal¬ 
estinian autonomy talks no matter 
how other Arab nations respond¬ 
ed. 

He also rejected speculation that 
he was planning a radical shif t in 
Egypt’s alliances with the goat 
powers. Sadat on talone office, 
broke Egypt’s ties with the Soviet 
Union and engineered an alliance 
with the United States. 

Mr. Mubarak said there was a 
fundamental difference between 
Egypt's relations with the Soviet 
Union and those with the United 
States that explained why Sadat 
had expelled 17.000 Soviet techni¬ 
cians in 1972. “The United States 
does not interfere in our internal 
affairs, but the Soviet Union want-, 
ed to intefere in every minor detail 
in all the details of our country," 
be remarked. 

He was asked about what steps 
he thought the Reagan administra¬ 
tion might take to enhance its 
standing in tbe Arab world Follow¬ 
ing the sale of AWACS radar 


planes to Saudi Arabia. Mr. Mu¬ 
barak replied. “Tbe most import¬ 
ant point for this area is the peace 
process.” 

“We have so many dangers 
around us,” he added, excluding 
Libya as one of them but refusing 
to say otherwise what these might 
be. 

Mr. Mubarak denied reports 
that he is voted by tbe American 
media, particularly because of 
three articles recently written tty 
columnist Jade Anderson alleging 
irregularities in the way a contract 
was awarded to the Egyptian com¬ 
pany transporting UJS. arms to 
Egypt. Among those Mr. Ander¬ 
son alleged were involved is rite 
deal were Mr. Mubarak's brother- 
in-law, Gen, Mounir Sabet, now 
stationed in Washington as chief 
of Egyptian military procurement, 
and Defense Minister Abdel Hal¬ 
im Abu Ghazala. 

Mr. Mubarak said Saturday that 
he had ordered an investigation of 
the charges here and in tbe United 
States, and had been told there 
was no substance to the Anderson 
reports. 

8 Die in Yugoslav Crash 

TTte Associated Press 

BELGRADE — Eight Turkish 
workers were killed and eight oth¬ 
ers injured, four of them seriously, 
when a small bus collided, with a 
bus on a highway west of here Sat¬ 
urday, the Yugoslav news agency 
Tanjug reported 


PEKING ■— Chin a banned unauthorized demonstrations, wall posters 
and the distribution of leaflets in Peking’s central Tiananmen Square on 
Sunday. 

Tbe dty government published a notice ot “ensuring solemnity, dean - 
liness and good social order” on the huge square, which is named after 
the entrance to toe old imperial palace, the Gate of Heavenly Peace, and 
which is traditionally the focus for expressions of popular discontent. 

During the so-called democracy movement that grew up after the 
death of Mao in 1976, enthusiasm at the now-closed democracy poster 
wall nearby often spilled over into Tiananmen Square. 

The ban followed a rowdy spontaneous demonstration in the square 
two wedcs ago by hundreds of football supporters after tTima heal 

Kuwait 3-0 in a World Cup qualifying match. 

Opposition Gains Seat in Singapore 

United Press Iraernatiooai 

SINGAPORE — JJL Jcyaratnam, leader df the’ Workers Party, has 
scored an unexpected by-election victory to give the opposition its first 
voice m Parliament in 14 years. 

Mr Jeyanunam defeated the candidate of the ruling People’s Action 
Party by 7,012 votes to 6359 in the balloting Saturday to replace CV. 
Devan Nam, who the country's new president. 

Mr. Jcyaratnam said his party would attempt to gain more seats in 
Parliament and eventually replace Prime Minister Lee Kuan Yew and 
^ >eo P . s Action Party, winch has ruled Singapore since 1959. It has 
had . co ™P* etc control of Parliament since opposition members walked 
out m 1967, 

Karpov, Korchnoi Draw 11th Game 

New York Tones Service 

MERANO, Italy — Anatoly Karpov, the world chess champion, and 
Viktor Korchnoi drew the 11th game of their title match here over the 
weekend. 

_ Mr. Karpov’s 4-1 lead thus remained unchanged. The 30-year-old Rus¬ 
sian 5 till needs tyo victories to keep his championship. 

Mr. Korchnoi, a Soviet defector now living in Switzerland, pressed for 
a victory in Saturday's game with an innovation to win a pawn. Howev¬ 
er. energetic coumeiplay by the champion frustrated his hopes. 
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Engineers Work on Strut Damage 
For Shuttle launch on Wednesday 


Page 3 


By Walter Sullivan 

Ntv Ycrk Thun Strmrt 

NEW YORK—Last April, after 
the space shuttle Columbia re* 
turned to Earth from its successful 
first flight, engineers were startled 
to discover that a strut supporting 
a tank in the nose had been 
crushed.' 

The engineers studied data re¬ 
corded in the first few thousandths 
of a second after the two booster 
rockets ignited to help send the 
shuttle into orbit. They found evi¬ 
dence that an extremely powerful 
pulse of pressure had risen from 
beneath the vehicle, struck its (ail 
and traveled whiplash style up the 
craft to the nose and the tank 
strut. 

It appears that in its Tim sec¬ 
onds of flight Columbia may have 
come close to being so disabled 
that its safe return to Earth would 
have been prevented. 

Such a pressure pulse from igni¬ 
tion of toe engines was expected, 
but only as strong as 0.5 pounds 
per square inch. The pressure ap¬ 
pears to have reached two pounds 
per square inch, well in excess of 
the vehicle’s design limits. 

Extensive Preparations 

As a result, extensive prepara¬ 
tions have been made to avoid a 
repetition when Columbia is 
launched on its second lest flight, 
now scheduled for Wednesday 
morning local tune. 

At Cape Canaveral, F|», the 
countdown for the second flight 
began early Saturday and was run¬ 
ning smoothly and slightly ahead 


of schedule. Meteorologists for the 
Air Force and the National 
Weather Service predicted dear, 
dry skies for Wednesday morning. 

The astronauts. Col. Joe H. S- 
gte of the Air Force and Cast. 
Richard H. Truly of the Navy, 
were spending the weekend at their 
homes in Houston and revk 
their flight plan. They are 
uled to arrive at Cape Canaveral 
on Monday for final pre-mission 
briefings. They will be the First 
men to fly a used spaceship. 

To avoid a repetition of the 
pressure-pulse danger, the engi¬ 
neers hope that a deluge of water 
spray, as well as water-filled “ham¬ 
mocks” beneath the two solid- 
fueled booster rockets, will absorb 
most oT the shock formed by the 
rockets' wave of pressure. 

The effects have been tested 
widi a 6.4 percent scale model of 
the shuttle, its booster rockets and 
movable launching pad. To what 
extent the new procedure will be 
successful in full-scale perform¬ 
ance is uncertain. 

“We have challenged and tested 
our assumptions and conclusions, 
which is as much as you can do in 
engineering,” said Dr. George 
McDonough, who was in charge of 
the trials at the George C. Mar¬ 
shall Flight Center in Huntsville, 
Al a ., and who expressed confi¬ 
dence that the problem had been 
resolved. 

. The photographs show rite 
devons—flight control surfaces at 
the rear end of Columbia — bend¬ 
ing and bowing in response to the 
pressure. The same was true of the 


flap that extends under the nozzles 
of the main propulsion system to 
protect the vehicle from their bla st. 
Had the elevons become inoper¬ 
able, Columbia could not have 
flown to a landing . 

Apparently the shock wave 
caused a whiplash, or “twang" ef¬ 
fect. that suddenly swung the vehi¬ 
cle’s nose with an acceleration four 
times that of gravity. It was not 
felt by the astronauts but it 
slammed a tank against one of its 
supporting struts tc the nose. Had 
the tank ruptured, the astronauts 
would have had to abort the mis¬ 
sion and return to Kennedy Space 
Center for an emergency landing. 

Violent Pressure Pulse 

A model was devised to observe 
how a violent pressure pulse 
bounces off the floor of the 
launching area and up through 
holes in the mobile launching plat¬ 
form mi which the rockets are 
standing. Several plans for weak¬ 
ening this pulse were tested. It was 
finally decided both to spray water 
directly into the rocket exhaust 
and place water in troughs sus¬ 
pended like hammocks around 
each booster. 

Plumbing at the launching site 
has been rearranged to pump wa¬ 
ter into holes beneath the two sol¬ 
id-faded rockets at 100,000 gal¬ 
lons a minute. In the previous 
launching, a somewhat more 
modest flow was directed into the 
two trenches that carry flames 
from the rockets away from the 
launching site. 



Nuclear Anus-Control Movement 
Begins to Take Shape in the U.S. 





Space shuttle Columbia sits on 
eral, Fla_, while being readied for ant 
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New U.S. Bights Nominee Is an Avid Convert to Reaganism 


By Judith Miller 

Nn> York Tima Service 

WASHINGTON — The White 
House has nominated Elliott. 
Abrams, a neo-conservative Dem¬ 
ocrat who has become an avid 
Reagan Republican, to be assistant 
secretary of state for human rights. 

Mr. Abrams* political transfor¬ 
mation occurred long before he 
joined the administration last Jan¬ 
uary as assistant secretary of state 
for international organization af¬ 
fairs and before be worked in 
Ronald Reagan's presidential cam¬ 
paign last. year. 

“My views on. politics and for¬ 
eign policy have not changed.** Mr. 
Abrams said in an interview Fri¬ 
day. when his nomination was an¬ 
nounced. “Whit changed was my 
perception of the two parties.” 


Longtime associates soy candor 
and firm convictions axe hallmarks 
of the 33-year-old lawyer, the 
youngest person in this century to 
become an assistant secretary in 
the State Department. 

FaSure to Explain 
The interview with Mr. Abrams 
appeared to confirm his friends’ 

judgment. For example, Mr. human rights a low priority and 
Abrams immediately criticized his they point out that the human 


administration for “failing to ex¬ 
plain to the American people and 
other countries that human rights 
is at the absolute center of our for¬ 
eign policy.” 

President Reagan, in a state¬ 
ment announcing the nomination, 
said: “In my administration, 
human rights considerations are 
important in all aspects of our for¬ 
eign policy. We win speak up 


against the enemies of freedom 
and we wfll try to help its friends. 
We will encourage those who seek 
freedom, not least by telling the 
ample troth about their (Sorts 
and the efforts of those who seek 
to oppress them.” 

Democratic critics and ardent 
proponents of human rights have 
accused the president of giving 
jr, ana 

point 


its position has been vacant 
since Mr. Reagan took office. His 
first nominee, Ernest W. Lefever. 
withdrew from consideration in 
June in the face of staunch Senate 
opposition. 

A majority of the Senate For¬ 
eign Relations Committee was 
troubled, in part, by his opposition 
to public criticism of rightist re- 


friendly to the United 
Slates, to economic sanctions to 
discourage human rights abuses , 
and to annual rights reports to 
Congr e ss on individual countries. 

Mr. Abrams endorsed the 

ti nman rights reports and said 
public criticism of abuses by 
friendly governments was part of 
“the arsenal for fighting for human 
rights.” He said he would not rule 
out the imposition of economic 
sanctions countries en¬ 

gaged in gross violations of indi¬ 
vidual rights. 

He said the Soviet Union “does 
not care about h uman rights.” 

Mr. Abrams’ views and bis nom¬ 
ination were criticized by several 
members of the Carter administra¬ 
tion. including Stephen B. Cohen, 
a law professor who was deputy 


Bonn Grapples With New Dispute on Missiles 


By Susannc M. Schafer 

The Associated Pros 

BONN —A new controversy has 
arisen in West Germany over 
NATO’s plan to deploy medium- 
range missiles in Europe, touched 
off by reports that Chancellor Hel¬ 
mut Schmidt hod said in a meeting 
with American journalists that vt 
was not his idea to deploy the 
weapons. 

Mr. Schmidt is facing serious 
public apposition to the 1979 
NATO decision to start placing 
572 Pershing-2 and Cruise missiles 
in Western Europe in 19S3, even. 
though the alliance has pledged to 
enter arms redactions ulks with 
the Soviet Union this month. 

The West Genmut government 
denied a report in the newspaper 
Die Welt saying that Mr. Schmidt 
had told the American editors 

Postage in U.S* 
Goes Up Again 

Wioluxgtaii Past Service 

WASHINGTON—The sixth 
U.S. postal rate increase in 10 
years — and the second this 
yea x — went into effect Sun¬ 
day. First-class postage. 6 cents 
a decade ago, now costs 20 
cents. 

The increase has been criti¬ 
cized for its tinting — right be¬ 
fore the Chrisunas-card season 
— and for hurting consumers 
more than businesses, because 
rates for certain types of sec¬ 
ond-class mail, including so- 
called junk mad, will drop. 

Although first-class domestic 
postage root from 18 cents to 
20 cents for the first ounce, the 
cost of each additional ounce 
remains at 17 cents. The rate on 
domestic postcards rose a pen¬ 
ny to 13 cents. There was no 
increase in rates for interna¬ 
tional airmail — currently 40 
cents pa half-ounce — or'par¬ 
cel post 


that be opposed the his London speech had only point¬ 
ed out the danger to Western Eu¬ 
rope of the growing number of nu¬ 
clear SS-20 missiles deployed by 
the Soviet Union. 

The report on the interview giv¬ 
en to The Associated Press said 
Mr. Schmidt had argued that his 
aim all along was to persuade the 
Soviet Union to negotiate reduc¬ 
tions in their arsenal so the NATO 
missiles would never have to be de¬ 
ployed in West Germany. 

“I was never vay enthusiastic 
about it,” Mr. Schmidt was quoted 
as saying. He was said to have had 
“second thoughts” ah along, but “I 
haven’t changed my mindr 

Carter Proposal 

He was described as saying that 
“it was not my idea,” and that it 
was an American idea brought by 
President Jimmy Carter to a four- 
Reagan administration officials power summit meeting in Guade- 
have said the NATO move was loupe in 1979. 


Thursda 
NATO 

“The chancellor remains in fa¬ 
vor of the lwo-track NATO deci¬ 
sion to deplov tire new missiles 
and seek arms limitation talks with 
tire Soviet Union.” a government 
spokesman, Kurt Becker, said in a 
statement. 

The newspaper said that “Chan¬ 
cellor Schmidt told a group of 
American journalists that he never 
backed tire stationing of medium- 
range midcar weapons in West 
Germany." But Mr. Becker-called 
the report “false and incorrect ” 

Mr. Schmidt met with reporters 
and editors from Washington on 
Thursday. A report was made 
available to The Associated Press 
by one of the editors who attended 
the interview. 


lUAVit ai uiv uuuuuiv 

European leaders, ii 
Mr. Schmidt, follawin 


taken at the initiative of Western 
in particular 
; an address 
the West German leader made in 
London in 1977. 

Mr. Schmidt was said to have 
told the American journalists that 


loupe i 

Mr. Schmidt was said to have 
told tire U.S. journalists that be 
originally went along with the 
NATO decision because Mr. 
Carter seemed so intent on it in the 
meeting in Guadeloupe with Presi¬ 
dent Valery Giscard d’Estaing of 


France and Prime Minister James 
Callaghan of Britain. 

Mr. Schmidt said Mr. Carter im¬ 
plored the Western leaders to 
match the Soviet weapons with 
missiles to be placed in west Ger¬ 
many. Britain. Italy. Belgium and 
the Netherlands. 

The West German leader told 
tire U.S. journalists that the reason 
so much opposition was focused 
against the new weapons was be¬ 
cause 6,000 mid ear weapons are 
now on West German soil. 

“If yoc tell the people of the 
state of New York that the leader¬ 
ship of the alliance has decided to 
put 6.000 nuclear weapons there 
which are meant to hit Soviet mili¬ 
tary targets, then you would get 
some peace movement, I can tell 
you, in the state of New York,” 
Mr. Schmidt was quoted as saying. 

When asked to comment on an 
apparent discrepancy between the 
Schmidt and Washington ac¬ 
counts. Alan Romberg, a deputy 
spokesman at the State Depart¬ 
ment in Washington, said: “To 
not going to get into the history of 
this thing. I don't see much point 
in focusmg on anything but the 
agreement- 


assistant secretary of state for 
h uman rights. 

The nomination won prais^ 
however, from two Democratic 
senators for whom he has worked. 
Sen. Henry M. Jackson of Wash¬ 
ington called Mr. Abrams, his spe¬ 
cial counsel from 1975 to 1977, 
“an excellent choice.” 

Sen. Daniel P. Moynihan of 
New York said that Mr. Abrams, 
who served as his special counsel 
and then as chief of staff from 
1977 to 1979, had a “great commit- 
meat to the issue of human rights.” 

Sen. Paul E Tsongas, a Massa¬ 
chusetts Democrat who was a lead¬ 
ing opponent of Mr. Lefever, pre¬ 
dicted that Mr. Abrams would eas¬ 
ily win confirmation. “Being a 
neo-conservative does not disquali¬ 
fy you from the job,” be said. 

Mr. Abrams has been a frequent 
contributor to several neo-conserv¬ 
ative publications, such as Com¬ 
mentary and Public Interest. He is 
related by marriage to one of the 
leading neo-conservatives, as his 
wife, Rachel, is the daughter of 
Norman Podboretz. editor of 
Commentary. 


By Paul Taylor 

Washington Poss Service 

WASHINGTON — After a dec¬ 
ade-long dormancy, nuclear arms 
control is rousing fitfully to life as 
a grass roots political issue in the 
United States. 

With doctors and scientists lead¬ 
ing Lhe way, with the nuclear aims 
buildup of the Reagan administra¬ 
tion supplying the fuel and with 
1960s-style teach-ins and petition 
drives as the vehicle, a movement 
has begun to take shape. 

On Veterans Day Nov. 11, the 
Union of Concerned Scientists and 
other co-sponsoring groups will 
hold teach-ins on more than 130 
campuses. 

Resolutions advocating a freeze 
in nuclear arms production axe 
being introduced in slate legisla¬ 
tures and town councils across the 
country. Scores of new arms con¬ 
trol groups, made up of lawyers, 
nurses, technicians and others, 
have sprung up. 

Several existing o rganiza tions, 
notably the Union of Concerned 
Scientists, have shifted the focus of 
their attention from commerical 
nuclear power to nudear arms. 

Activists say there has not been 
so much action on so many fronts 
since the ABM battle of the late 
1960s. Even so, the movement is 
still but a faint echo of the anti¬ 
nuclear campaign sweeping Eu¬ 
rope. And some activists doubt 
that Americans will ever become 
as exercised as Europeans over 
arms control. 

“This country is still in a slate of 
what I call manic d enial about nu¬ 
dear weapons,” said Dr. Helen 
Caldioott of the Boston-based Phy¬ 
sicians for Social Responsibility, 
whose group has gbeeo giving slide 
shows across the country that de¬ 
pict the medical honors of a nucle¬ 
ar war. “People here just don’t fed 
any specific danger to themselves 
and their children. In Europe, they 
do.” 

The issue has quickened in Eu¬ 
rope because the United States 
and the Soviet Union are in the 
process of basing a new generation 
of medium-range nuclear weapons 
there, fanning Europe’s fears that 
lhe superpowers could engage in a 
nudear showdown oq European 
so3. 

In the United States, nudear 
weapons have upon occasion be¬ 
come a matter of acute local con¬ 
cern, as when the citizens of Neva¬ 
da and Utah made it clear they did 
not want the MX mobile-missile 
system based in their state. But for 
the most part, the “bombs in the 
backyard^ psychology has not tak¬ 
en hold here, and arms control is a 
movement searching for a focus. 

“We’re dealing with one of those 
large, overarching subjects that 
people have trouble getting a grip 
on, said Dr. Henry Kendall, 
chairman of the Union of Con¬ 
cerned Scientists. 


Roger Molander, founder of a 
new group. Ground Zero, noted a 
recent Gallup Poll that showed “47 
percent of the people say they’re 
worried about nudear war but 
don’t like to think about it” 

“We’ve got to create an environ¬ 
ment where they’re willing to think 
about it,” he said. 

As part of that effort, the arms 
control activists are taking care not 
to come across as anti-military, 
anti-government flower children of 
the 1960s. They say they recognize 
that one of Mr. Reagan’s political 
mandates from 1980 was to pre¬ 
side over a buildup in arms, and 
they do not want to undermine 
their effectiveness by cutting too 
deeply against that grain. 

“We’re not anti-military, nor are 
we in any way advocatingunilater- 
al disarmament.” said Dr. Ken¬ 
dall. 

“We’re trying to separate the 
nuclear force issue from the con¬ 
ventional force issue,” said Mark 
Niedergang, editor of the Freeze 
Newsletter, which reports on the 
campaign of more 200 local 
groups around the country seeking 
passage in state legislatures of re¬ 
solutions calling for a freeze in nu¬ 
clear weapons production. 

“This is a much more moderate 
movement than what people are 
accustomed to,” he said. “We’ve 
all make a conscious decision not 
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Fly a great American 

success story 

direct to the States. 



If you Ye going to the 
States or beyond, 
it makes good 
sense to fly with the experts. 

Air Florida is America’s fastest growing airline 
and the only airline that flies direct to Miami from 
Brussels, Amsterdam, London and Shannon. 

Whats more, the cost of an Air Florida First 
Class ticket is substantially less 
than that of other airlines. 

And when we say First Class 
we really mean First Class. Air 
Florida service is quite simply 
second to none. 

Have a pleasant flight. 

We do everything we can to 
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make sure 
you arrive 
rested, 
relaxed and 
in the best 
frame of mind 
for business or 
pleasure. 
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Champagne, a 
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service. Not to mention full- 
length feature films and multi- 
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channel stereo through proper 
padded headphones. 

On from Miami. 

There arc easy connections^ 
to 12 other Floridian 
destinations and 7 major —; 

cities in the United States. 

While by way of the 
• (P& Miami 

' y gateway. 

Air Florida success ^ 

,^/now offers connections to 
the major Caribbean and Latin 
American destinations. 

What’s more, you can stop over in 
Miami if you wish, for a tew relaxing days 
before flying on. 

Full service for an economy fore. 
Should you want to fly Economy, 
Air Florida also have an excellent 
unrestricted fore to Miami. 

You book when you want, 
fly when you want and return 
when you want.Your seat is 
guaranteed-as is proper cabin 
service and hot meals. So whether 
" it’s First Class or Economy Class, 
ring your travel agent or local Air 
Honda office for foil details. 

London Tel: 01-409 2882,Telex: 22332. 
Amsterdam Tel: 46-20-81,Telex: 18764. 
Brussels Tel: 513-6300,Telex: 23932. 
ShannonTel: Dublin 605129,Telex:25517. 


Our American success story is the greatestway tofly. 

Ckp Air Florida 

America’s fastest growing airline. 

■All iWiiw.- '.hrJuln. rft»e" and -*rvK« ait Mihjrrr n i thancr wiihnui poor mwu r. All miiwniJtntf *■ it CRV7 j: thr ns* id lOnij'iLini m. 


lo heap a whole lot of the liberal 
left agenda onto the movement.” 

Leaders of the movement have 
derided to use grass roots organiz¬ 
ing techniques, rather than a direct 
frontal assault on the U.S. govern¬ 
ment, because they .believe the seal 
for arms control is more fertile 
among the people. “The idea is to 
build in the grass roots over a peri¬ 
od of years until we have a power¬ 
ful enough force lo make our case 
in Washington,” Mr. Niedergang 
said. 

But that tactic presents another 
problem: How can you capture the 
attention of lhe masses when it is 
not exactly clear what they are 
supposed to do about the prob- 

“A lot of groups haven't focused 
on that yet,r said Jeremy Stone of 
the Federation of American Scien¬ 
tists. 

For its part, the federation has 

been circulating a petition that 
reads: “Our nation ought not to 
base its policies or its weapons 
programs on the belief that it can 
limit, survive or win a nuclear 
war.” i 

That is obviously not a rousing 
call to action. But Mr. Molander 
says: “There are three stages in the 
analytical process — problem 
identification, problem under¬ 
standing and solution. We’re still 
at stage two.” 
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Campaign Against Corruption in China Is Exposing Bribery on a Grand Seale 


By Michael Parks 

PPFT\rr< ^"tweks Tim Service 

— As China’s minister of com- 
wttce^Wang Ld felt that he was entitled to 
cnienain “* friends to a good meal every so 
at Pelting’s renowned Fengze Garden 
*«staurant, and the manager, acutely con¬ 
scious that Mr. Wang was nis boss, charaed 
only a fraction of the meal's cost. 

But to Chen Ajwu, a young cook at the res¬ 
taurant, this was simply corruption. Mr. Chen 
complained to the Communist Party’s Disri- 
pline Inspection Commission, and Mr. Wang 
eventually wrote a public self-criticism ana 
paid his back restaurant bills. 

This small scandal, neatly a year ago, rp«dp 
the sensitive subject of official corruption a 
major issue here, and a national campaign 
against it is now exposing bribery on a grand 
scale, wholesale abuse of privilege by officials 
of all ranks and hundreds of millions of dollars 
in embezzled or misappropriated public funds. 

In eastern China's Shandong province, the- 
Jinan Petrochemical Works was found recently 


to have diverted nearly S3 million in company 
funds to unauthorized expenditures during the 
last three years, largely to improve the living 
conditions of its top officials and staff. 

in the southern province of Guangdong, au¬ 
ditors discovered that a total of S13.8 million 
had been paid out in bribes or “gifts" by 2^00 
enterprises, and offices in the first half of the 
year to get raw materials for production, to 
make sales, to avoid taxes or simply to curry 
favor with hi g hl y placed officials. 

Thai was only the money they could trace in 
a crash audit, the investigators said, and the 
actual total might be several times that. 

Each day, the official c^hin«a press details 
newly uncovered cases of corruption through¬ 
out the government, party. Industry and com¬ 
merce, along with assurances that action is 
being taken. 

Most cases are on a relatively small scale, 
but some reflect abuses that seem to be repeat¬ 
ed again and again across the country. 

In Shanghai, the country’s largest industrial 
and commercial center, an estimated 40 per¬ 


cent of enterprises are evading state and ran- 
mdpal taxes, according to the local newspa¬ 
per, Wenhm Ribao. 

i So commonplace is corruption now — 
“plucking a feather from a passing goose” or 
"slicking things with grease,* as it is described 
in Chinese — that it is possible for a confi¬ 
dence man to pose as an enterprise official and 
inveigle others into outlandish deals with die 
promise of some sort of payoff. 

Corruption seems to run equally through the 
fabric of everyday life, according to ordinary 
Chinese citizens who complain at length about 
the need for "presents” and “connections” 
simply to survive in a major city here. 

When vegetables are in short supply, usually 
any lime after October in northern China, gro¬ 
cery clerks frequently demand and get two or* 
three cigarettes Tor setting aside carrots or po¬ 
tatoes. 

On the other hand, grocers are victimized by 
everyone: health inspectors demanding a side 
of pork to certify sanitary conditions, electri¬ 
cians getting canned goods and wine for re¬ 


pairing meat slicers and refrigerators, and so 
on. 

Tbeallocationofhousingisrifewlhcomq?- 
tion and favoritism because of the acute short¬ 
age, and 'those in charge live like princes,” the 
Communist Party newspaper People's Daily 
reported from one provincial city. 


ercd that only 8 percent of the motorbikes here 
are being ran on fad acquired legitimately. 

“We are lewmmg what the people had found 
out long ago — that over its three decades in 
power, die Communist Party has become cor¬ 
rupt and corrupt almost to its core,” said an 
adviser to the party’s Discipline Inspection 
Commission, which was established in 1978. 

“Corruption ... seems to be present every¬ 
where, to have affected everything,” the 
adviser said. “Sometimes I think it is actually 
stronger than the government and the party 
because it is so pervasive." 

Party officials condemn the corruption as a 
political, economic anti social cancer eating 
away at the country and call far a return to the 


moral rectitude the Communists had when 
they came to power in 1949.' Otherwise, the 
Communists may face.the same fate as the ri¬ 
val Nationalists, party leaders say. 

“Certain cadres flagrantly- ignore party dis¬ 
cipline and tire laws of the oounby, using the 
power entrusted to them to feather their own 
nests,” Hu Yaobang, the new party chairman, 
declared in a speech in September. “Some¬ 
times they go as far as to ask for gifts or accept 
bribes from foreigners. Their disgraceful con¬ 
duct also disgraces our country." 

Mr. Hu, ft close associate of Deng Xiaoping, 
China’ s paramount leader, has made corrup¬ 
tion a high-prioriry target since taking over the 

chairmanship in June. 

Like most Chinese officials, he sees it as a 
throwback to China’s long period of feudalism 
when power was used for personal ends. Mr. 
Hu alio attributed the growth of corruption to 
the lifelong tenure that most government, par¬ 
ty and military officials have, according to ac¬ 
counts of a meeting of party leaders in July. 

But a Shang hai sociologist who has studied 


corruption there and in other Chinese cities 
contends that it is in fact the “glue that holds 
us together.” He argues that the party* real 
failure is not so much in preventing corruption 

dal system^^twcT^^tithoutiL - 

“If central planning woikedjeffectivety r 4he 
entea prises would not need these procurers 
who search for materials and machinery with 
big-expense accounts, and salesmen would not 
be negotiating kickbacks to store managers to. 
take unwanted -goods,” he said, asking that ids 
name not be used because of the. subject's po¬ 
litical sensitivity. - . 

The People's .Daily said in a recent editorial 
that, when added together nationwide, the 
payoffs amount to hundreds of millions of dol¬ 
lars a year and are cutting deeply into the prof¬ 
its the enterprises are supposed to hand back 
to the state. Tax, evasion done, another com-; 
mentary said, probably exceeds $1 bfflion a 
year. 

Reformers are trying to attack corruption as 
a system, but are finding the job immense and 
daunting. 


U.S. Said to Have Helped Japan 
Hide Wartime Death Experiments 


By Philip J. Hilts 
Washing to n Past Service 

WASHINGTON — During 
World War H, tire Japanese experi¬ 
mentally killed about 3,000 human 
beings, including U.S. prisoners of, 
war, with biological weapons, and 
the U.S. military establishment 
made a secret arrangement with 
the Japanese to hide the experi¬ 
ments, according to an article in 
the current issue of the Bulletin of 
the Atomic Scientists. 

The Americans entered into the 
agreement, which included argu¬ 
ments in favor of granting'immu¬ 
nity from war crimes prosecution 
to the responsible officers, so that 
the United States could make use 
of die results from the tests, the 
article's author says. 

The victims were used as experi¬ 
mental animals and eventually 
killed in Japanese biological war¬ 
fare experiments, winch included 
employing massive doses of pla¬ 
gue, anthrax and smallpox germs. 
The Japanese also killed by other 
means, such as radiation poison¬ 
ing. pumping vic tims full of horse 
blood or cutting them up while 
alive, the article says. 

John Powefl, the author, quotes 
half a dozen documents on the se¬ 
cret bargain between the responsi¬ 
ble Japanese and U.S. military au¬ 
thorities. Mr. Powell said he ob¬ 
tained numerous documents on 
the arrangement from the Defense 
Department through requests un¬ 
der the Freedom of Information 
ACL 

Those official records indicate 
that the Americans who made the 
bargain were aware that UiL sol¬ 
diers were killed in the experi¬ 
ments, the article says, thus raising 
“disturbing questions about the 
role of numerous highly placed 
American officials at the time.” 


The Army had no comment on 
the report. 

There is apparently no good es¬ 
timate of the number of Americans 
involved in the experiments, nor 
any names. Mr. Powell speculated 


that the information was cheap, 
costing “a mere pittance compared 
with the actual cost” to the Japa¬ 
nese of carrying on the work. 

A later memo by two American 
officials. Dr. Edward Wetter and 


that the military did not want to HX Stubblefield, said that Gen. 
press any such questions for fear Tshn was be ginning to supply the 


that the whole matter would be- desired materials.~indndug'**se- 
come public. lecied samples of 8,000 shoes of 

Previous reports during the tjssues fro® autopsies of humans 
years have the existence *“•? animals subjected to BW [bio- 

of a very sophisticated Japanese lo&c-d warfare! experiments.” 
biological warfare program, as wdl The memo said that “since any 
as a large number of casualties in war crimes trial would completely 
the three Japanese camps where reveal such data to all nations, it is 
the work was carried out under the felt that such publicity must be 
direction of Japanese Ll Gen. avoided in the interests of defense 
Ishii Shim. and national security of the U.S.” 

A secret cable from Tokyo to A ^ °? «P«iments 

Washington on May 6, 1947, ns- apparently were earned out on the 
layed ChsL Ishifs offer to supply P r \ soaers - m «wne cases, after a 
full information about the expen- mfected, the disease 

meats in return for guaranteed im- was to rau 1 * s , cmirse for 

munity against trial for war som ^. tun £_ an £, t * lca . ^ prisoner 
crimes, was sacrificed so that an autop- 

._.. 4 . , sy could be done to see the extent 

According to the documents D f the damage caused bv the bio¬ 
quoted by Mr. Powell, the inf or- logical agent, 
matioo obtained from Gen. Ishii A report in December, 1947, 
was “invaluable and could not be from Edwin V Hill, chirf of ha«fe 




Son Sami Rules Out 
Taking Part in United 
Cambodian Opposition 


matron ootamea tram oea. lshn a report in December, 1947, 
was “invaluable and could not be from Edwin V. HD, chief of basic 
obtamed in any other way by die sciences at Camp Detrick (later 
Umted States “because of scruples Fort Deirick), MtL, noted the great 
attached to human experimenta- value of the results of the experi- 
tion- The documents also argued meets and said of the Japanese: 

“It is hoped that individuals who 

New Activity Reported 
At Mount St. Helens 

UnitedPress International information from falling into Other 

VANCOUVER. Wash. — Sden- hands.” 
tisis have confirmed that Mount Another memo, from UJS. head- 
Sl Helens has begun its sixth quarters in Tokyo, said the advan- 
nooexploszve eruption of the year, tages of granting the Japanese “im- 

Kathy C ash nian of the UJS. munity from war crimes” was that 
Geological Survey said observers Li would “result in exploitin g 20 
reported that the activity included years’ experience of the director, 
the growth of a new lobe of mag- Geo/ Ishii. who can assure com¬ 
ma cm the north side of the lava plete cooperation of his farmer 
dome in the volcano’s crater, subordinates.” 


MILITARY REVIEW —Japanese Premier Zenko Suzuki, standing in car, reviewed troops 
on Sunday during Japan’s Self Defense Forces military parade in Asaka, north of Tokyo. 

Vietnamese Who Fled to China Complain 
Of Repression Under Hanoi Government 


New York Tones Service 

PEKING — In September, 10 
Vietnamese squeezed into a U.S.- 
fnadp. Vietnamese Air Force heli¬ 
copter and flew across the border 
into China’s Guangxi Zhmmg Au¬ 
tonomous Region, exp laining to 
surprised Chinese frontier guards 
that they were unhappy with Hfe at 
home. 

The helicopter flight on Sept- 30. 
was not reported here until a week 
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latex, after there had been time for 
interrogation of the Vietnamese. 
Subsequently, Chinese authorities 
produced four of them, induding 
the helicopter pilot, at a news con¬ 
ference. 

The four identified themselves 
as 2nd LL Khieu Than Luc, the 
. pilot; Warrant Officers Hoang 
Xuan Doan and Le Ngoc Son, and 
Duong Van Loi, an architectural 
engineer. They divulged only a few 
details of their flight 

‘Sign of Cooperation' 

When their craft mossed into 
Chinese airspace, they hong white 
flags from both doors as a lJ aga erf 
cooperation” so they would not be 
fired upon. In plotting the escape, 
the Vietnamese said, they did not 
ten their fannhes for fear there 
would be a leak. They chose Chma 
as their destination because the 
airfield where they started their 
flight was within range of the bor¬ 
der and their helicopter. - 

But they sidestepped questions 
about where they had taken off 
and landed, how they had planned 
the operation and who were the six 
otbexs with them. Instead, with 
Chinese encouragement, they 
talked about low morale and 
rqpressaon in Vietnam and about 
Vietnamese atrocities in Cambo¬ 
dia. 

China has mkft n in more thaw 
250,000 refugees from Vietnam, 
mostly ethnic Chinese. They have 
been resettled on state farms mid 
in fishing villages in areas adjoin¬ 
ing Vietnam. 

Failed Attempt 

At the news conference, Ll Luc, 
the pilot, contended that most 
Vietnamese wanted to leave the 
country because they were misera¬ 
ble, but did not dare. In late July, 
another Vietnamese second lieon 
tenant tried to fly his plane from 
Da Nang to China but failed , and 


two weeks later was condemned to 
death, he said. He said he knew of 
several cither hijacking incidents in 
Vie tnam since 1975. 

Mr. Doan, one of the warrant 
officers, said he had flown medical 
evacuation missions in Cambodia, 
where he had learned of Viet¬ 
namese atrocities against the reb¬ 
els. He contended that the Viet¬ 
namese Anny was meeting , fierce 
resistance in some areas. 

While the four said they had 
□own to China partly because they 
expected, a friendly reception, Ll 
L uc avoided saying whether they 
wanted to settle in China. 


■Room 

BANGKOK — Former Premier 
Son Sawn of Cambodia has disso¬ 
ciated himwlf from a Cambodian 
ad mints tration-in-exilc being 
forced by three anti-Vietnamese 
resistance factions. Western diplo¬ 
matic sources said Sunday. 

But they said Mr. Sog Sann’s 
party, the Khmer People’s Nation¬ 
al liberation Front, would contin¬ 
ue negotiations on framing a polit¬ 
ical union with Cambodia’s de¬ 
posed Khmer Rouge government 
and the party led by Prince Noro¬ 
dom Sihanouk, the former Cambo- 
dianhead of state. 

The three groups held their 
eighth meeting Saturday in Bang¬ 
kok and later announced that they 
had agreed on four political princi¬ 
ples put forward tty the Khmer 
Rouge for equal power-sharing 
and decisions by consensus. A list 
of ministries to be created was 
drawn up and will be discussed at 
their next meeting, the sources 
said. 

Son Sam’s Demands 

Mr. Son .Sana had demanded a 
majority of portfolios in any coali¬ 
tion, and diplomatic sources said 
his failure to achieve this was a 
major reason for his derision to 
puUooL- 

Another reported area of disa¬ 
greement involved demands by 
Mr. Son Sann’s party that the 
Khmer Rouge institutions, includ¬ 
ing the presidency and the Nation¬ 
al Assembly, be dismant led and 
that the Khmer Rouge leadership 
step down. 

The groups agreed Saturday to 
retain the structure of Democratic 
Kampuchea , as the country was - 
known under Khmer Rouge rule. 
The Khmer Rouge — and not die 
Vietnamese-installed regime of 
Heng Samrin, which has succeeded 
it — is recognized by the United 


Nations as Cambodia's legitimate 
government. But the Khmer 
Kougp regime, led by Pol Pot, was 
internationally condemned for 
mass killings during its rule from 
1975tol979. - 

“Son S ann will not take part ei¬ 
ther in the coalition or in airy other 
institutions under Democratic 
Kampuchea,” a diplomatic source 
said. “He does not want to be seen 
as collaborating in any way with, 

- the Khmer Rouge.” 

' Kissingers View 

In Singapore, Heniy A Kiss¬ 
inger, tire former UJS. secretary of 
state, called Sunday to increased 
Ufi. support for non-Cbnununist 
Cambodian resistance forces, but 
be cautioned against wmlciwg it “a' 
primarily American enterprise.” 

Mr. Kissinger spoke at a press 
conference after a series of meet¬ 
ings, mainly on Indochina, with 
leaders of the Association of 
Southeast Asian Nations 
(ASEAN) in Jakarta, Kuala Lam- 
pur and Singapore during tire last 
few days. 

He said Washington should fol¬ 
low ASEAN’s lean cm Cambodia 
and “take very seriously what they 
may recommend." The ASEAN 
countries —Thailand, Indonesia. 
Malaysia, the Philippines and Sin¬ 
gapore — have supported the for¬ 
mation of a common resistance 
front including the Khmer Rouge. - 

“I consider the Khmer Rouge 
fundamentally genoddai murder- 
era,” Mr. Kissinger declared Sub- , 
day. “But the Vietnamese are a ‘ 
great security threat to the area; 
and one sometimes has to make 
practical arrangements with people 
whose moral values one ckxa not 
share.”.. 

But he also declared that if the 
current efforts led to the return of 
Khmer Rouge rule in Cambodia, it 
would not be acceptable to die 
American people. 


U.S. May Continue Tests on Atoll 


By Roberr Trumbull 

New York Times Savin 

HONOLULU — Landowners of 
Kwajalein Atoll, whose property 
has been used by the United States 
to missfle tests for neariy 20 years, 
have been told by a Washington 
consultant that the Department of 
Defense may continue using the 
test site for the next decade or two. 

The consultant reported to the 
Kwajakan Atoll Corp., which rep¬ 
resents the landowners, that infor¬ 
mation provided in Washington by 
military and congressional sources 
showed the operations at the atoll 
yielded vital data on the accuracy 
of missiles and an weapons de¬ 
ployment. An American adviser to 
the islanders said here that their 
leaders were surprised by the re¬ 
port on the site, a high security 
area. 

The landowners, who number 
about 5,500, are engaged in fitiga- 
tion against the Umted States for 
redress of what thty consider inad¬ 
equate compensation to the mih- 
taxy use of their lands in the past 
Under the custom prevailing in the 
Marshall Islands, of which the 
atoll is a part, land is communally 


owned and is administered by he¬ 
reditary chiefs. 

In 1964 the chiefs accepted a 
one-time payment of 5750,000, or 
about $1,000 an acre, fra tire use of 
their land by the Defense Depart¬ 
ment for 100 years dating from 
1944, when UJ5. forces c apture d 
the atoll from Japanese forces in 
World War EL A new agreement in 
1979 raised the figure to 58 million 
a year. 

The islanders are a'sMnfl , in ef¬ 
fect, that the 1979 terms be made 
retroactive to 1944 and that the 
United States pay about 5284 mil¬ 
lion, but there are indications that 
this is a negotiating figure. 

TfigMyUuHfeety 

The 1979 agreement officially 
expired at the end of last month, 
and the landowners are threaten¬ 
ing to refuse to renew it unless the 
United' States takes up their de¬ 
mands. 

The Defense Department, the 
consultant’s report said, is “highly 
unlikely” to dose the Kwajakan 
missile range in this decade and 
“probably not in the next” 

The report said a budget alloca¬ 


tion df 5140 mflUrai for operations 
in Ihe current fiscal year, an in¬ 
crease of 60 percent since 1979, re¬ 
flected an enhanced concern with 
the missile technology tested at 
Kwajakm. 

Quoting congressional staff 
sources, the document said that a 
posable alternative range to test¬ 
ing the new MX missile would sup¬ 
plement, not supplant, the func¬ 
tions performed at Kwajalein. The 
consultant’s nroort pointed out 
that the special physical aualities 
of the atoll, matting it ideal to 
missile testing, would be difficult 
to du p licate elsewhere in the Padf- 


codsuI taut’s nroort pointed out 
that the special physical aualities 
of the atoll, malting it ideal to 
missile testing, would be difficult 
to du p licate elsewhere in the Pacif¬ 
ic. 

Kwajalein is under U.S. jurisdic¬ 
tion as part of the Marshall Is¬ 
lands, a subdivision of the U.S.-ad- 
mimstered United Nations trust 
territory of the Pacific Islands, also 
called Micronesia, which em¬ 
braced territories taken from Ja¬ 
pan by the United Slates as a re¬ 
sult of World War IL 

Terms for the continued UJS. 
use of Kwajalein are among the is¬ 
sues now being negotiated by the 
Reagan administration and Mi- 
aoncsian leaders in preparation 
to ending the trusteeship. 


Venturesome American Reworks 
An Old Gold Mine in Zimbabwe 
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By Jack Foisie 
Las Angela 17ma Service 

GATOOMA, Zimbabwe — Matt 
Franjola of New York City has al¬ 
ways had a sense of adventure, and 
it was this that brought him to an 
abandoned gold mine just up the 
road from hoe. 

He arrived 18 months ago. Since 
then, learning as he worked by 
talking with old-timers in Gaioo- 
tna, he has gradually made a suc¬ 
cess out of Frog Mine. 

“It’s an old mine, and I guess 
the name comes from having ft lot 
of frogs croaking all summer,” he 
told a visitor. “We’re tucky to have 
the only water around. Thai's why 
it was a guerrilla base camp during 
the war.” 

Mr. Franjola. 39. a former Asso¬ 
ciated Press foreign correspondent, 
referred co the seven years of guer¬ 
rilla warfare against the white gov¬ 
ernment of what used to be Rho¬ 
desia, and which became Zim¬ 
babwe last year after the majority 
blacks came to power. 

It took Mr. Franjola six months 
to get the mine into operation. He 
has not reopened the shafts. For 
now, he is reworking the leftover 
tailings brought out by earlier min¬ 
ers. “There's still a lot of gold in 
i that dump,” Mr. Franjota raid. 


The early miners worked only 
the rich pay dirt, he said, adding: 

“It was called “mining the eye.’ ^ 

Mr. Franjola said his predeces¬ 
sors did not take the time to run 
through the chemical process need¬ 
ed to separate pay dirt from plain 
dirt. 

So six days a week, and some¬ 
times on the seventh as well, Mr. 
Franjola and his 14 workers move 
60 tons of tailings from the dump 
to a series of large tanks, where the 
gold specks are separated out and 
caused to congeal. The congealed 
material is dried and smelted and 
the molten mass is poured into a 

cone-shaped mold. 

After it cools, it is removed from 
the mold and given a rap with a 
hammer. The slag falls away and 
what remains is a piece about three 
inches high and the size of a 
child's old-fashioned spinning top. 

It is gold. 

“Not pure gold, of course,” Mr. 
Franjola said. “The purity is about 
50 percent to 78 percent.” 

He takes his pieces to the bank, 
where the refining is carried a step 
further, and his account is credited 
with the value of the amount of 
pure gold he has produced. Based 
on the current world gold price, 
this is about $423 an ounce. 


From this he must deduct bis 
costs, which he estimates ax $175 
an ounce. Also, he pays 5 percent 
of his gross earnings to the owner 
of the mine, a widow, under the 
terms of his lease. 

Mr. Franjola is using much of 
his profit to explore another ehmn , 
12 miles away in rough, remote 
country. He hies additional finan¬ 
cial backing from a Canadian oomr 


His earnings at Frog Mine vary 
from month to month because the 
operation is frequently slowed by 
breakdowns in equipment and 
other problems. On one recent 
day, a swarm of bees drove the 
workers away for several hours. 

Based on the amount of gold he 
has already extracted from the tail¬ 
ings, Mr. Franjola estimates that 
there is about $500,000 worth of 
gold left in the dump. 

“It’s hem rewarding, it’s been 
satisfying,” Mr. Fraigola said, us- 

wqje the sweat off 8 ® teepty 
tanned face. “I wanted to see if I 
could succeed as a small worker," 
he added, using the local term for 
independent miners. 

“fve had to learn engineering 
and metallurgy,” he continued! 
“To my workers, and to the 


Zimbabwe Strips 
Smith, Others of 
THonor’ in lilies 

The Aaocmted Press 

^SA LISBURY —• Rhodesian 
Prune Minister Ian Smith and 
members of his Cabinet are no 
longer “honorable" men, ac¬ 
cording to a presidential war¬ 
rant. 

The tide, kepi intact 18 
•• mouths ago when Rhodesia bc- 
came Zimbabwe, no longer ap¬ 
plies to former presidents, 
prime ministgs, judges or Cab¬ 
inet ministers who had served . 
at least three years, a govern- ! 
meat notice said Friday. 

President Can aan Ranana, 
Prime Minister Robert Mu¬ 
gabe, high coun judges and 
heads of Parliament remain 
“honorable" under the edict. 

Mr, Smith and his 19 white 
legislators in the 100-member 
National Assembly have in¬ 
creasingly come under fire from 
Mr. Mugabe and his ruling; 

• Z i mbab we African National 
Union , for allegedly seeking to 
unde rmi n e the Hack majority 
government.. 

squatters, who have moved in 
around the mine, Tm the law, the 
doctor, the banker, the transporter. 
I’ve .learned African history and 
Tve gotten to know the African.” 
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More Use of Satellites 
Urged at Unesco Talks 
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PARIS — CcaunnhteaHons spe- 
dal’sis from 44." organizations have 
ended a meeting at Unesco with 
recommendations for expanded 
use of satellites and reduced 
tckcamraumc&Uon Tates, to im¬ 
prove the flow at information be-' 
tween nations. - ' - 

Avoiding to. a largo extent the 
media issues that havejrfnngsd the 
Paris-based UN Educational, Sci¬ 
entific and Cultural Organization 
into controvosy, partiopaois in 
the Symposium on Regionaland 
International Mechanisms for the 
Dissemination and Exchange of 
Information called Friday for ur¬ 
gent action to pul their proposals 
into effect. 

Among the proposals adopted 
was one calling for an annual con¬ 
ference of international, regional 
and national news agencies to en-. 
able them to develop the dose co¬ 
ordination that exists among 
broadcasters who meet more fre¬ 
quently to discuss their concerns 
and problems. 

Sateffite Study 

A unanimous T emmnimHnt fan 
by a joint working group of broad¬ 
cast, telecommunication and news 
agency repre se ntatives called fen- a 
study of the feasibility of perma¬ 
nently leasing capacity on interna¬ 
tional satellites for information, ex¬ 
change. 

The delegates, from industrial- 

24 News Agencies 
To Set Flans for 
Mutual Exchange 

Tbc AaodattdPrtat 

KUALA LUMPUR — Twenty- 
four news agencies from 21 na¬ 
tions will meet here this week to 
lay the groundwork, fox what they 
hope will be an international news 
exchange modeled on the current 
exchange of news among the four 
agencies in the Association of 
South-East Asian Nations. 

The meeting is the 5th General 
Assembly at the Organization rtf 
Asian-Pacific News Agencies. The 
general manag er of the Malaysian 
national news agency Bemama, 
Ahmad Muaapha Hasan, said the 
agency will be known as the Asia- 
Pacific News Network, which wDl 
eventually appear in newspapers 
under the logo ANN. 

The exchange has been devised 
to overcome administra¬ 

tive and other problems that could 
be faced if it is to be launched as a 
full-fledged international news 
agency, officials of the organiza¬ 
tion explained. 

Under the ASEAN News Ex¬ 
change, begun June IS, 1980, Ber¬ 
nama and agencies in Indonesia, 
the Philippines and Thailand regu¬ 
larly sepa news to each other. 


ized and developing countries, also 
recommended the establishment of 
ground communications infras¬ 
tructures at a price developing na¬ 
tions can afford. 

Makaminan Makagiansar of In¬ 
donesia, Unc$CO*S assistant rirran 
tor-genera] for cn rnmimipjitinnif 
called the recommendations bold. 
He said that the organization was 
ready u> do all it could to cany 
them (MIL 

The chairman of the four-day 
meeting Spencer Moore of the 
Canadian Broadcasting Corp., 
urged a "hard look” between now 
and the next meeting, in 1983, to 
See if “a communications system 
joining different parts of the world 
can be developed in a manner we 
can afford.” 

Tariff Problem 

The recommendations will be 
submitted to the second meeting of 
Unesco’s International Program 
for the Development of Communi¬ 
cations. which starts Jan. 18 in 
Acapulco, Mexico. 

Several speakers pointed to the 
high cost of tdeconummication 
tariffs as perhaps the biggest ob¬ 
stacle to promoting a freeflow and 
wider exchange of information 
within developing countries ««h 
between them and industrialized 
countries. 

They urged systematic steps 
within their own countries to per¬ 
suade governments and postal and 
tdecommumcarioa authorities to 
reduce these tariffs. 

There were suggestions for 
greater cooperation in develop¬ 
ment of television program ex¬ 
change and for studies by 
Unesco on inequalities in the dis¬ 
tribution of films ! 


BBC Guide Doesn’t Split Hairs on Infinitives 


By William Borders 

New York Times Soria 

LONDON -— The British Broadcasting 
Goto., which takes very seriously the task of 
teaching the English how to speak, has just 
published a 40-page guide to p ronunciation, 
diction and grammar. 

The book, “The Spoken Word,” was spe¬ 
cifically designed for the network’s broad¬ 
casters. who are much maligned in a country 
where words are regarded with great respect. 
But the Beeb, as it is called, is also offering 
copies to the public far the equivalent of 
$3 JO, and sales are reported to be brisk. 

Although the book was written by Robert 
Burchfield, chief editor of the Oxford Eng¬ 
lish Dictionaries, it is often surprisingly lem- 
ent Citing a sentence of Graham Greene’s as 
a precedent, Mr. Burchfield declines to for¬ 
bid absolutely the use of “like” as a conjunc¬ 
tion. Noting in another section that the Eng¬ 
lish have been splitting infinitives “since at 
least the 14th century.” he advises: 

“Avoid splitting infinitives whenever pos¬ 
sible, but uo not suffer undue remorse if a 
split infinitive is unavoidable for the natural 
and unambiguous completion of a senr^pf. 

already begun.” 

The BBC asked Mr. Burchfield to write 


the book two years ago after a barrage of 
complaints from the public, which it de¬ 
scribed as “an upsurge of public interest in 
the way BBC Radio handles the P-n gjfoh lan¬ 
guage." 

The book reflects this criticism. It reports, 
for example, that the use of the word “atua- 
non” with a preceding noun (“a crisis situa¬ 
tion”) is “heard with increasing dismay ju*h 
resentment by many listeners,® and it says 
that the error of confusing “ disin terested" 
with “uninterested” “attracts more unfavor¬ 
able comment from listeners than any other 
word, with the possible exception of 
TiopefuUy.’ ” 

But Mr. Burchfield does not pander to the 
public. The use of “alteraative^to mean one 
of several possibilities, instead of simply one 
of two, is “vigorously resisted by listeners 
but impossible to avoid in many contexts.” 
he says. 

On the other hand, be is vigorous a nd defi¬ 
nite in his condemnation of such cliches as 
“scenario,” “at this point in time” and “no 
way,” Americanisms, he says, that have crept 
into En glish speech. 

When Mr. Burchfield was researc hing the 
book, some words gave him particular prob¬ 
lems. How, for example, to pronounce the 


first syllable in “economic”? He telephoned 
Sir Alec Cairn cross, a government econo¬ 
mist, who replied: 

“Sometimes I pronounce it ‘ECK-onomic,’ 
and sometimes I pronounce it ‘EE- 
conomic.’ " The book leaves the choice to 
the reader. 

In a footnote on another troublesome 
word, “hegemony,” Mr. Burchfield notes a 
bit disapprovingly that “throughout the pres¬ 
ent century, the pronundation has been un¬ 
stable.” 

Throughout it all. he takes a soothingly 
long historical view of the evolution of lan¬ 
guage. noting that it has survived other dis¬ 
ruptions considerably more serious than 
whatever may be happening to it now. 

As examples, be cites the loss of grammat¬ 
ical gender in the early Middle fa mish peri¬ 
od and the great vowel shift at the oegini 
of the 15th century, when nearly every v< 
changed (“hooser became “house,” and 
“gose" became “goose”). 

He concludes, “Any argument based on 
the assumption that tire changes occurring in 
the English language in Great Britain at 
present sire more serious or more objection¬ 
able than those that have occurred in the last 
1,200 years is almost certainly false.” 


BL Is Struck; Workers 
To Vote on New Offer 


Reuters 

LONDON — State-owned BL 
has reached an agreement with un¬ 
ion leaders that is designed to end 
a strike at the automaker that be¬ 
gan Saturday by its 58.000 work¬ 
ers. Management has said that the 
strike could destroy the company. 

The settlement, worked out dur¬ 
ing 13 hours of talks in London, 
came too late Saturday night to 
avert the strike, which begpn at 
midnight. Picket lines formal out¬ 
side some BL plants Sunday. 

The workers are to hol'd meet¬ 
ings Tuesday to consider the agree¬ 
ment. On Monday, 50,000 men are 
due to report for work. 

The settlement provides for im¬ 
proved productivity payments. 
Manag e m ent, however, did not in¬ 
crease its baric offer of a 3.8 per¬ 
cent raise, the issue that prompted 
the strike. 

If the proposals are rejected, 
BL's chairman, Sir Michael Ed- 
waxdes could still carry out his 
threat to start liquidating the com¬ 
pany. 


Socialist Victory Reverberates Through French TV, Radio 


MTkm*s Position on Code 

UNITED NATIONS, N.Y. 
(AP) — Journalists should develop 
their own international code at 
conduct, Amadou-Mahtar MBow, 
the Unesco director-general, has 
stated. 

Speaking at a press briefing Fri¬ 
day, Mr. MBow would not say 
whether the code of conduct bong 
sought by Unesco — and strongly 
opposed by Weston news organ¬ 
izations — would stifle the free 
flow of news. “Ifs not for me to 
judge fins problem,” he said, ex¬ 
plaining tb»r Unesco a special 
committee to examine such com¬ 
plaints. 

“I believe it is among journalists 
themselves to determine the condi- 
tions moralities under which, 
if they think it is necessary, they 
can elaborate a code for them¬ 
selves,” he said. 

A Unesco spokesman, Joseph 
Mehan, commented later that Mr. 
M’Bow’s remarks did not consti¬ 
tute a shift in the Unesco position, 
which he said has always been to 
r emain solely the “implementing 
agency” for such a code. 


By Richard Eder 

New York Thnes Service 

PARIS —The advent of the So¬ 
cialist gov ernmen t of Francois 
Mitterrand has nowhere produced 
a lareer political and psychological 
‘ than in the tightly 

and tIOUbled Hrarmin of 

French radio and television. 

For example, radio listeners who 
got up cany one day recently 
heard a c ommentator ealHng on 
workers in industries designated 
for natronaKrario n to be “vigilant” 
in case the present owners tried to 
reduce stocks. The commentator. 
Michel Cardoze, is a Communist 
journalist just named to the job. 

When a prime-time television 
debate b e t we en Nationalizations 
Minister Jean le Garrec and sever¬ 
al businessmen tiwnwl into non¬ 
stop mntnai interruptions, the 
moderator sternly if ineffectually 
rebuked both the minister and his 
opponents. 

A television news team, instruct¬ 
ed to get out of the usual Paris stu¬ 
dio talking-heads format, found it¬ 
self more or less at sea in a Nantes 
housing project, broadcasting aim¬ 
less passer-by chatter for the noon 
news program. 

A group of Socialist broadcast¬ 
ing unions called for a wider purge 
of broadcasters who had been 
prominent under the previous gov¬ 
ernment. I /Unite, the official So¬ 
cialist newspaper, made the same 
point, in effect. 

“The Sorrow and the Pity,” 
Marcel Ophuls' documentary 
about French attitudes under the 
German occupation, was shown 
last week on French television. 
Made 10 years ago and shown in 
movie theaters and on television 


around the world, it was boycotted 
by television, here because of its 
embarrassing revelations of the de¬ 
gree to which the occupiers were 
accepted. 

Some of these things — the 
moderator the minister, for ex¬ 
ample — would hardly warn star¬ 
tling in som e other countries. But 
French broadcasting, and particu¬ 
larly television, has been one of the 
more buttoned-up systems in the 
West. There is an air of seamless 
control — lots of authoritative 
commentary wrapping up each va¬ 
grant pictorial image — whether it 
is the day’s news, running a panel 
or even the weather. 

There has also been a noticeable 
air of respect for the powers that 
be. For 23 years the powers have 
been roughly cm the same conserv¬ 
ative ride of the French spectrum. 
There have been moments of ex¬ 
perimentation in broadcasting but 
these have not lasted and when 
they were ended the experimenters 
usually found themselves out of a 
job. 

The government names the key 
members of tire directorate of each 
of the three television chafng and 
the mam radio network. Through 
these it has the power to deride 
who wiD be the chief executive of 
each body and consequently to in¬ 
fluence the choice of editorial per- 
sonneL 

The power has been exercised 
with general, though not uniform, 
thoroughness. Under . P raoijgnt 
Valery Giscard d*Estaing there 
was a mixture of independence 
and intervention. This spring's 
election campaign, resulting m Mr. 
Mitterrand’s victory, was cov ere d 
with what by French tradition, at 
least, was reasonable balance. 
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Nevertheless there is a general 
conviction that French broadcast¬ 
ing badly seeds more energy, more 
originality and above all more free¬ 
dom. 

After 23 years in which they had 
been more or less penalized by the 
government’s sharp elbow on 
broadcasting, the Socialists came 
to power With a c ommitment to 

free it. A commission is working 
on proposals for a new system. 

Meanwhile, the heads of the 
three television chains and state ra¬ 
dios were replaced, generally 
against their wishes, and many of 
the top news executives were rotat¬ 
ed. The purge caused wide contro¬ 
versy and genuine anguish, even 
among the gov e rn ment’s press sup¬ 
porters. Such pro-Sodalist papers 
as Le Monde, Le Matin and 
Liberation have expressed more 
doubts about the government’s ac¬ 
tions in broadcasting than about 
almost any other subject 

On the other hand even critics 
conceded that the matter was com¬ 
plex. For one tiring, until some less 
political farfiirwi of r unning televi¬ 
sion is devised, it was probably in- 

Oslo Gift to Palestine Fond 

Reuters 

AMMAN, Jordan — Norway 
has contributed $850,000 to the 
UN Relief and Works J^ency for 
Palestine Refugees, bringing its 
contributions for the year to 54.65 
mini on, the agency announced 
Sunday. 


evitable that the Mitterrand gov¬ 
ernment should be unwilling to 
ken the political appointees of its 
predecessor. 

For another, the new choices 
were, by and large, not party peo¬ 
ple but independents with highly 
respected professional credentials. 
Some, in fact, had lost their jobs 
under previous governments for 
insisting on their mdependence. A 
number of militant Socialists have 
been com plainin g both about the 
appointments and about the major 
figures left in place, such as Jean- 
Pierre Cavada, the news director 
and anchorman of the first televi¬ 
sion chrriu. 

Mr. Cavada was accused of ex¬ 
cessive subservience to the previ¬ 
ous administration, but he is an 
energetic and respected journalist, 
and Mr. Mitterrand reportedly in¬ 
sisted that be be left in place. 

L/Unite has started a campai gn 
to remove him. It is also directing 
its fire against Pierre Desgraupes, 
a veteran broadcaster who was de¬ 
moted under President Georges 
Pompidou and has beat brought 
back to head the second television 
chain 

Mr. Desgraupes has a reputation 
for talent and for ferocious inde¬ 
pendence. He has steadily ignored 
suggestions from the presidential 
palace, including one proposing a 
news director. 

By and large; press and broad¬ 
casting circles give the government 
credit for its libertarian intentions, 
even if some of Mr. Mitterrand’s 


associates seem to believe that a 
Socialist victory calls for a pro-So- 
caaKst broadcasting system. On the 
other hand, they wonder whether 
the intentions will hold up. 

“They have been speaking about 
freedom for 23 years,” the newly 
appointed head of a televirion 
chain said privately the other day. 
“It has become a part of their dis¬ 
course, and something must still be 
there. But whether it lasts, I don’t 
know. When things get tough, will 
Mitterrand really stand for televi¬ 
sion attacks? He may not be able 
to resist Iris temptations” 

The whole issue came sharply 
back into focus a month ago when 
the Socialist Party held its congress 
in the town of Valence. Georges 
Hllioud, the minister of communi¬ 
cation, and Claude Estier, editor of 
L’Urrite, angrily attacked the radio 
and television as showing “anti-So- 
dalist” attitudes. Mr. Estier at¬ 
tacked several opposition papers 
as wefl, urging in the case of Le 
Quotidren de Paris that Socialists 
refuse to write for it 
These attacks were indirectly de¬ 
plored by other Socialist leaders 
and criticized by virtually the en¬ 
tire press. Some newspapers saw in 
it evidence of dictatorial tenden¬ 
cies; others limited themselves to 
calling the speeches ill-advised and 
hotheaded. The paradox escaped 
nobody that, only a few weeks ear¬ 
lier, the heads of the malign pH tele¬ 
vision and radio stations had been 
maligned from the right for being 
Socialist-appointed. 


Picket lines were set up outside 
the BL factory in Cowley, near Ox¬ 
ford. At Longbridge, in Birming¬ 
ham, workers went to work to shut 
boilers in preparation for the stop¬ 
page. 

Many of the workers on the 
picket lines reacted angrily to the 
news that they would be asked to 
vote on the agreement on Tuesday. 

“This is what we feared might 
happen: wavering at the top at the 
last minute,” a worker said. 

“It looks as if we are going to be 
sold out,” said another, “we are 
s tanding here for more money but 
money wasn’t mentioned in the an¬ 
nouncement.” 

Losing Money 

BL been losing money for sever¬ 
al years and has been kept afloat 
by government aid worth nearly 
£1.7 billion (approximately $3 bil¬ 
lion) since 1975, 

In the four years since Sir Mi¬ 
chael took over, he has eliminated 
72,000 jobs, dosed 20 factories 
and introduced a number of new 
models. He has won every previous 
confrontation 'with the unions in 
his quest to make BL profitable. 

Although his methods have con¬ 
siderably unproved BL's prospects 
of recovery, workers say they are 
weary of malting sacrifices. 

They have accepted single-figure 
pay rises for the last three years 
while inflation has been running 
between 11 and 22 percent 

But most are aware that the col¬ 
lapse of BL could mean the loss of 
up to one million jobs in British 
industry at a time when there are 
almost three milli on people uneffir. 
ployed — more than 12 percent of 
the workforce. 

Prime Minister Margaret 
Thatcher has refused to intervene 
in the dispute and has made it 
dear that. If BL’s management be¬ 
lieves that the company is not via¬ 
ble, the government will accept 
that decision. 

If the current crisis is resolved, 
Sr Michael is likely to go ahead 
with a recovery plan that was 
shelved because of the strike. The 
plan involves spending £540 nril- 
iion in government aid and aims to 
make the firm profitable by 1983. 

Body Is Found on Everest 

United Press International 

KATMANDU, Nepal — A US. 
medical expedition to the top of 
Mount Everest said Saturday that 
it had discovered the body at a 
West German, Hannelore 
Schmatz, embedded in ice on the 
upper slopes of the mountain. The 
woman fell to hex death two years 
ago. 


Akan 

Dutch 

Ibo 

Mandarin 

Shona 

Amharic 

Dzongkha 

Indonesian 

Mandinka 

Sinhala 

Amoy 

Ewe 

Italian 

Maya 

Siswati 

Arabic 

Fang 

Kakchi 

Mole-Daghani 

Somali 

Armenian 

Fijian 

Kan 

N’Debele 

Spanish 

Aymara 

Fon 

Kikongo 

Nepali 

Swahili 

Bantu 

French 

Kikuyu 

Otomi 

Tagajpg 

Bengali 

French Patois 

Kirundi 

Persian 

Tamil 

Berber 

Fuldenese 

Korean 

Persian pari) 

Thai 

Burmese 

Ga-Andangme 

Kurdish 

Pidgin 

Tswana 

Cakchiquel 

Greek 

Lao 

Portuguese 

Turkic (Uzbek & Turkmen) 

Cambodian 

Guarani 

Likala 

Pushtun 

Turkish 

Cantonese 

Hakka 

Lingala 

Quechua 

Urdu. 

Chadian Arabic 

Hassaniya 

Lomwe 

Quiche 

Uto-Aztec 

Ch'chewa 

Hausa 

Luganda 

Saho-Afar 

Vietnamese 

Creole 

Hindi 

Mam 

Samoan 

Wolof 

Crioula 

Hokaltec 

Malagasy 

Sangho 

Wj 

Divehi 

Hsiang 
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Reagan on Fahd’s Plan 


. j E . just a small slip — but was it an 
indicative one? President Reagan, exulting 
on Thursday over his AWACS victory in the 
Senate, spoke a few tentatively approving 
words about a plan offered by Saudi Arabia’s 
Crown Prince Fahd last August It would, 
he said, “recognize Israel as a nation to be 
negotiated with.” 

One can note with some puzzlement in the 
first instance that it is not the Saudis who are 
finally saying a kind word about the Ameri- 
. can Mideast plan, which they continue to 
. work to spoil. It is the Ameri can^ who are 
. finally saying a kind word about a 
Mideast plan, after having sp oken only cool 
words about it for months. There seems no 
reason for this. In fact, what Mr. Reagan said 
. about the Saudi initiative — that it would 
< “recognize Israel as a nation to be negotiated 
with’’ — was disconcerring precisely because 

• that is what the plan would not do, and this 
failure is its chief defect 

There is nothing at all in the Saudi plan 
. that would amount to recognizing Israel in a 
diplomatic sense. Such “recognition” as the 
- Saudi statement did confer involved, accord¬ 
ing to a Saudi Embassy press release, one 
_ reference to “Israeli withdrawal from all ter¬ 
ritories occupied in 1967’ and another say- 

• ing: “The Israeli arrogance which Menacfaem 
Begin represents [in] its ugliest picture should 

__ be put to end.” The plan’s call “to reiterate 

• the right of the states in the region to live in 
peace” can be extended by inference to cover 
Israel, but only by inference. 

Nor is there a word in the plan suggesting 
that the Saudis see Israel as “a nation to be 
negotiated with.” On the contrary, the means 
by which the Saudi plan is to unf old is not 
negotiation but American imposition: “The 
United States should cease its unlimited sup¬ 
port of Israel.” This plan is not presented by 
. the Saudis as a plan for peace, which presum- 
. ably is in the mutual interest of all countries 
of the area, including Israel It is presented as 
“a detailed plan for a peaceful settlement of 


the Palestine question,” that being the lone 
half of rite Arab-Israeli dispute to whose so¬ 
lution the Saudis arepublicly committed. 

In brief, President Reagan’s remarks on 
the Saudi plan seem to represent a total 
misreading. Can this represent his considered 
view? If so he is willingly leading the Saudis 
to believe that they do not need to exert 
themselves much more for the cause of Mid¬ 
dle East peace, since the president appears to 
be adopting their diplomatic line. This, in 
turn, may convince the Israelis, who are in a 
black mood anyway on account of the death 
of Anwar Sadat and thear own defeat on 
AWACS, that their nightmare of American 
abandonment is finally coming to pass. 
Those two developments are a prescription 
for rigidity and stalemate—at best 

Mr. Reagan needs to be careful and to 
turn his attention from hardware to diploma¬ 
cy. The Saudi plan could yet become an in¬ 
strument of great diplomatic value: Not only 
are the Saudis a power in their own way; 
they also reach out to the Americans on one 
side and the Palestinians on the other. At the 
moment, however, the Saudi plan is a limi ted 
and in some ways disagreeable formulati on. 
It will take time and delicate tending and 
serious American application to make it 
something more. 

The Israelis are reding, and it will be very 
hard for the United States to give them the 
reassurances that will at least partially com¬ 
pensate. For the most part, they will have to 
find their own balance. What they need least 
is to see Ronald Reagan, even while he sends 
them messages of eternal fidelity, casually 
dealing away the United States’ negotiating 
cards. The whole thrust of American diplo¬ 
macy, where the Arabs are concerned, ought 
to be to induce the Saudis, the Palestinians 
and the others to “recognize Israel as a na¬ 
tion to be negotiated with.” That is the way 
to the only kind of peace the United States 
could conceivably ask Israel to join. 

THE WASHINGTON POST. 


A Taxing Shell Game 


Though the occasion attracted little atten¬ 
tion, the Reagan administration last week 
unveiled the final and most miraculous phase 
of its economic plan for the country. 

Phase One, it win be recalled, followed the 
supply-side prescription for economic recov¬ 
ery; Tax less so people save and invest more, 
thus stimulating growth. Phase Two was to 
get Washington off people’s backs and let 
states and local governments look after do¬ 
mestic needs. The next step was to answer 
the question of where they would get the 
money. What revenue stream would Wash¬ 
ington relinquish for them to tap instead? 

Now Norman Tune, a Treasury undersec¬ 
retary, has revealed the answer. The cut in 
federal income taxes, he noted, makes new 
billions available to state and local taxation 
— available, that is, if governors and mayors 
have the nerve to try to tap it. 

That is a puzzle and a contradiction, but 
not an answer. Either the tax cut is intended 
to leave more money in private pockets, and 
thus stimulate the economy; or it means 
there is more money for state and local gov¬ 
ernments to take out of private pockets so as 
to pay for public services. Unless it wishes to 
be regarded as cynical and insincere, the ad¬ 
ministration cannot have it both ways. 

Last spring President Reagan told some 
county officials that, like Martin Luther 
King, he had a dream. To compensate them 
for assuming prime responsibility for welfare 
and other programs, be contemplated turn¬ 
ing back tax sources that Washington had 
pre-empted. Now, Ture says, the mission is 
substantially accomplished. The three-year, 
25-percent cut in federal personal income 


taxes will by 1984 provide states with an av¬ 
erage of $2.24 billion in new taxing room. 

Does the president really want states to 
pursue this source? Obviously not, if that 
would torpedo his recovery plan. No matter 
what one thinks of other aspects of the 
Reagan program, his brand of federalism 
looks suspiciously like a shell game, whose 
only sure losers are the poor. 

The administration's concept of federalism 
turns on Reagan’s conviction that the units 
of government that spend taxpayers’ money 
should answer directly to those who pay tax¬ 
es. He also says he knows that states cannot 
cope with added social welfare responsibili¬ 
ties unaided. But last summer’s cuts were 
deeper than expected, and they aren’t the 
last Instead of absorbing welfare, Medicaid 
and food stamps. White House planners talk 
of dumping more of the burden on states. 

What chance, realistically, have states to 
finance mounting social welfare obligations 
with higher taxes? A beleaguered state like 
Michigan, its automotive industry in trouble, 
finds ever more people dependent on unem¬ 
ployment welfare and other social programs; 
just when it needs more help it gets less. 

What should a resident of Detroit do as a 
result? For Ture, that’s easy: Move. “You de¬ 
ride where you want to live,” he says. That 
means Americans who don’t have much 
choice about where to live are left stranded. 
Washington, able to help, has become unwill¬ 
ing. The states, willing for the most part, are 
not able. Reagan may consider his vision of 
federalism a dream; to America’s needy peo¬ 
ple and communities, it's a hoax. 

THE NEW YORK TIMES. 


On Measuring Inflation 


The Consumer Price Index is probably the 
most influential statistic that the government 
publishes — and it is notoriously inaccurate. 
Over the past year it has produced a mea¬ 
surement of inflation that is too high by 
about 20 percent Nearly one-third of the 
federal budget, including Social Security and 
all the other pensions, is directly geared to 
the CPI by law. Directly or indirectly, more 
than half of the budget is affected by iL 
Mismeasurement of inflation, by the most 
widely used indicator, has serious implica¬ 
tions throughout both the public and private 
economy. Janet L. Norwood, the commis¬ 
sioner of labor statistics, has decided that 
now is the time to fix iL 
The main source of inaccuracy lies in the 
way the CPI tries to measure the cost of 
housing. Housing has a double meaning in 
the economic life of most families. It is not 
only shelter, but also an investment asset like 
shares of stock. People buy houses apt only 
to get in out of the rain but to put their mon¬ 


ey in the one kind of asset that bas seemed to 
stay ahead of inflation. But the CPI is sup¬ 
posed to count the cost of things that people 
consume —in tins case, shelter. 

The way to track shelter costs is by follow¬ 
ing the rents that people pay, or would pay if 
they rented. That can make quite a differ¬ 
ence. From August to September, the CPI in 
its present form rose 13. percent. Under the 
alternate formula, using rental value, it 
would have risen only 0.8 percent 

There is already a very audible lobby 
against this change, led by some of the 

unions and Social Security recipients who 
benefit from the overstatement of inflation. 
But this change may serve them better than 
they think. If the prices of houses should 
level off or fall under the weight of high in¬ 
terest rates, a CPI based on rentals would 
rise faster than the present one. Thus, re¬ 
forming the statistical method wQl not neces¬ 
sarily save the government money. 

THE WASHINGTON POST. 


Nov. 2: From Our Pages of 75 and 50 Years Ago 


1906: Poles Defend Language 

WARSAW — For some time past the Prussian 
government has been trying to stamp out the use 
of the Polish lan guage in Poland. It gave orders 
that religious instruction in the schools is to be 
given in German. This decision roused great op¬ 
position. and led to a strike of the schoolchil¬ 
dren, who refused to answer in German. A mass 
meeting of Polish parents in Posen sent this tele¬ 
gram to Dr. vou Studt, Minister of Public In¬ 
struction: “Polish children are being locked up 
for carrying out the orders of their parents not to 
tair* part in religious instruction given in Ger¬ 
man. We, their fathers, take upon ourselves full 
responsibility and request the immediate aboli¬ 
tion of this uncivilized punishment.” 


1931: Hie doom in America 

PARIS — America, suffering from a psychoneu¬ 
rosis caused by business depression, believes it¬ 
self far worse off than it really is, in the opinion 
of Dr. Edmond Gros, chief-of-staff of the Amer¬ 
ican Hospital of Paris, who, on his return here 
yesterday, gave his impressions of a 10-week 
tour in the United States. “I found everywhere 
on my visit that the depression is the leading 
topic of conversation in America today,” said 
Dr. Gross, who landed at Cherbourg. “Pfeopk of 
all classes and all professions semi to have lost 
heart in the proper occupations and are morbid¬ 
ly concentrating on tire economic crisis. As a 
physician, viewing this condition, I would say 
that these people are pathological cases.” 


Why Baby Doc’s 



B OSTON — Along the Haitian coast 
north of Port-au-Prince, the primitive 
wooden fishing boats are beached every 
night, their painted sails furled. The boats- 
men, as they gaze oceanward, now must 
ponder the new-odds against a successful 
600-mile trip to Florida; Hahi«n police par 
uol the beach by night, Haitian naval ves¬ 
sels patrol offshore, and the US. Coast 
Guard is waiting to intercept them on the 
high seas. 

On a Monday last month, 33 of thear 
countrymen, half a boatload of refugees, 
were cast up dead on a. Florida beach. But 
still the Haitians will come. Even if only half 
of those who set out make it alive, Haitians 
will continue to flee their i slan d. Half a 
^hanry for a decent life is better Than no 
hope at all 

In the streets of Port-au-Prince, radios 
blare cheerful rhythms of popular Haitian 
musicians who live in New Y^ric and Bos¬ 
ton. The boat people are only following 
them and thousands of talented Haitians al¬ 
ready in erile. They arc fleeing not for mere¬ 
ly economic reasons, as the U.S. State De¬ 
partment claims in justification for tunring 
back the boats. 

Since the Duvafiers took power in 1957 
“it’s like a Texas town where gnnstiflgers 
rule,” said Franz Minnie, president of the 
Cambridge, Mass^ Haitian-American Asso¬ 
ciation. *lf you lode at some guy die wrong 
way, if be doesn’t like your race, he can lew 
you. There's no politics involved. It’s just 
arbitrary terror. That's why people leave.” 

When Francois (Papa Doc) Duvalier 
ruled, people endured the terror because he 
was old and would eventually die. They did 
not count on his son, Jean-Glande, tatrmg 
over at the age of 19. That was in 197L Now 
life is worse than ever as world coffee and 
prices fall, oil costs rise and the Du- 
ier dictatorship, with American endorse- 


By Ben Barber 

meat and $40 noEUm in assistance each 
year, seems destined to last longer than most 
Haitians can expect to live. 

So they risk their lives to get out An esti¬ 
mated 20,000 reached US. shores last year; 
the number who died en route is unknown. 

The Duvalier government gets $140 nrilr 
Uou in foreign aid each year, but tins isn’t 
spent to improve hvingconditions for die 
people. According to 1978 United Nations 
statistics, Haiti is the country that spends 
the soollest proportion of its gross national 
product on educati o n , 0.9 percent Even 

The prospect is for many 
more wooden boats full of 
desperate people taking 
the gamble on escape. 


Uganda under Idi Amin went 3 percent of 
GNP on education. So 80 percent of Hai¬ 
tians still cannot read or write. 

One child in four dies before its fourth 
birthday. Erosion, deforestation, specula¬ 
tors, drought and the dreaded Ton-Ton Ma¬ 
rcums secret police undercut missionar y 
and other efforts to hdp the poorest popula¬ 
tion of the Western Hemisphere. 

Little of this is evident to the casual visi¬ 
tor. Haitians are open, cheerful and hospit¬ 
able, and the streets are safe any tima of day 
or night, even for a woman w alkin g alone, a 
female U.S. Embassy staff member told me 

Airing my tmfnfHairi last annmw 

Yet the silence that greets any question of 
a political nature is a disquieting sign. Men¬ 
tion love, religion, food or music and you’ll 
have a lively discussion. But on politics, 
which the division cf wealth, the 


ability to loan unions and political parties 
or the .right to a t ri al , Haitians fall sflenL' 
They have been so terrified by the MacOUtes 
that , even if Jean-Qaude (Baby Doc) has 
tire tenor tactics of his father, as he 
and the State Department claim, no one 
want* to risk talking about iL 

T-ftst October, SyMo Claude, a Christian 
Democratic magazine publisher, was among . 

of journalists arrested. He had print¬ 
ed an “insulting” criticism of Baby Doc, and 
was sentenced to 15 years at hard labor. 

His brother, Wendell Claude, recently 

came to New York Bcom erile in the Domin¬ 
ican Republic to appeal to governments that 
supply aid to Duvalier, including the United 
States, Canada, West Germany, Taiwan and 
Israel. Qande is urging them to cut off as¬ 
sistance unless Duvalier releases political 
prisoners, lets unions and political parties 
operate, and puts some of the aid money 
into rural health and education programs, 
i m p r ovements far agriculture and other 
needed services. 

In Haiti’s markets Isaw bananas, lice and 
com all priced about tire same as in the 
United States. But the average income in 
Haiti is $260 a year, and 75 percent of tire 
population is below the Wand Bank's “ab¬ 
solute poverty leveT of S140 per year. 

The official minimum wage of $2.64 a 
day, often reduced by labor contractors and 
taxes, leads nowhere. A man toM me be had 
worked for six months assembling electronic 
components for. export but could not afford 
to both rent a room and eaL 

Poor farmers are inclined to do anything 
to scrape together the S5-per-mouth school 
fee to help their children escape a life sen¬ 
tence to poverty, but is it in Presadent-for- 
T if f. Dnvalier’s interest to have an educated 
citizenry that would challenge his rule? He 
f^nrirines to resis t foreign aid that would 
seed grass-roots improvements. . 



The Reagan administration ..taatfias 
Haiti, wedged between Cuba and the Do¬ 
minican Republic, to be a staunch anti- 
Communist ally. Reagan’s .dotation last 
month to have the Coast Guard interdict 
refugee boats is_bound to give Dowdier-the . 
idea that America will not interfere with his 
policies. The likelihood, then, is many more ’ 
miserable wooden boats full of desperate 
people taking the gamble on escape. 


Mr. Barber, a writer based in Boston, con- 
tributed this article to die Los Angeles Tima. 
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Japanese Have Good Reasons to Worry About World Peace 


'TOKYO — If s not too hard to 
X get a tip here on vriby Japan is 
getting on in the economic worid. 
AH you have to do is watch some¬ 
body fix a car or mop a floor. Jap¬ 
anese ygffl to pay attention to eve¬ 
ry detaR as if they were surgeons. 

They also pay attention to the 
future. Having done fairly wdl 
with »ihm and raptured the 
of optics and electronics, they are 
now concentrating on the future of 
robotics and demonstrating it by 
marrying computers to inanstrial 
machines Thor belief is Ant the 
new computerized robots will 
probably transform industrial pro¬ 
duction maintain their present 

advantages. 

Yet. 
feat 

the wrp pd or third biggest indus¬ 
trial nation of the world, the Japa¬ 
nese intellectual and political lead¬ 
ers seem vaguely anxious about the 


et despite Japan's rise from de¬ 
in World War H to become 


future what role they -Amiid 
play in relation to the major mitt- 
taxy powers. 

The Japanese will have a favor¬ 
able trade balance with the United 
States this year of about $15 bil¬ 
lion — the largest U.S. deficit with 
any single country in history. And 
they are so sure that they are far 
ahead in the development of ro¬ 
botics that they feel they will be 
aide to compete for the foreseeable 
future with anybody. 

Why then this lack of confi¬ 
dence? They have their own expla¬ 
nations: 

• From the beginning of mod¬ 
ern Japan its history has been 
dominated by wars, domestic and 
foreign. The 36 years since Japan’s 
Worid War II surrender on Aug. 
15,1945, have been die only long 
period of peace in more thim a 


By James Heston 

century since the Meaji restoration 
in 1868. the Japanese can’t 
quite believe it will last 

• Yet their economic power de¬ 
pends on worid peace, over which 
they have no coniroL They import 
almtva 100 percent of their petrole¬ 
um, bauxite, raw wool and cotton; 
95 percent of thear wheat; 90 per¬ 
cent of their miring final and cop¬ 
per are. and 70 percent of their 
timber and grain food. The more 
tension there is betwee n Moscow 
and Washington and the more tur¬ 
moil around the oil fields of the 
Middle East, the more the Japa¬ 
nese worry about their security. 

As the only victim of <nmn> 
warfare, Japan has based its policy 
on “the three princt-" 

pies” — not to manufacture, pos¬ 
sess or permit the entrance of nu¬ 
clear weapons into the country. 


The Japanese would like to see 
these principles applied as well to 
the Korean Peninsula, Southeast 
Asia and even Europe, but they 
rely on the protection of U.&. mi¬ 
dear power and cannot agree on 
how to resolve this contradiction. 

They are being urged to take a 
more active part in Washington’s 
militaris tic res ponse to the Soviet 
challenge, but they are not con¬ 
vinced tins will lead to the peaceful 
coexistence they want, and they 
fear ii might even persuade tire 
Russians to hold onto the Japanese 
northern islands, which have been 
reinforced by Soviet troops during 
the recent East-West tensions. 

Die Japanese have other prob¬ 
lems. They see the Americans and 

the Pnsrians appa rently losing po¬ 
litical influence as they pin more 
and more nuclear power. 


They see the public demonstra¬ 
tions in Europe against nudear 
weapons, and they fear that the 
Reagan policy of confrontation is 
not unifying *he alliance or bring¬ 
ing about an accommodation of 
differences, but rather that His di- 

;na- 


. protectionism and even 
i — which is precisely wiut 
'wants. 

Japanese leaders hesitate to 
come forward with proposals of 
their own to .deal with these tan¬ 
gles. It is hard far a viator to fig¬ 
ure out whether they underesti¬ 
mate their potential influence on 
worid affairs, or are merely trying 
to evade the responsibilities of 
their success. The guess in this cor¬ 
ner is that they are going to do just 
enough on defense to molfify 
Washington but not enough to in¬ 
furiate Moscow. 

G198l. n*New York Times. 


Israel After Reagan’s Victory 


By William S afire 


£. 


W ASHINGTON — Exactly one day af¬ 
ter its triumph in the U.S. Senate, 
Saudi Arabia raised the price of its ail by S2 
a band and rirfightpri {he Libyans by aor¬ 
ta fling production to keep worid ofl prices 
U.S. motorist suddenly discovered 
would be paying for the missiles, bomb 
racks and AWACS planes. 

Israel which gave up its Sinai oilfields six 
years ago in return for a written pledge from 
the United States not to deal with the FLO, 
now finds itsetf pressed three ways: 

• Die future military threat: Despite ver¬ 
bal assurances from President Reagan and 
his aides that Israel would main tain its nec¬ 
essary “qualitative and quantitative edge,” 
the edge is being lost 
Arab states are not only being armed by 
tire United States, but mil also buy from 
France and England. Libya is sending Sovi¬ 
et-made weapons to the FLO, and Saudi 


Begin should make dear 
that the cease-fire is no 
substitute for a solution. 


Arabia is reportedly financing Syrian pur¬ 
chase of Soviet arms. Israel cannot afford to 
match that combined buildup. Even if it 
could, it would have to turn its West Bank 
into a huge tank-and-plane parking lot 
• Die psychological pressure: Forgotten 
during the AWACS debate was Syria s vic¬ 
tory m keeping its missiles in Lebanon, 

helping make permanent its crea ti ng annex¬ 
ation of Israel’s northern neighbor. Ameri¬ 
ca’s Habib missi on, which promised Israel 
the restoration of the status quo ante, has 
been a failure. The United States treats its 


r es trai ning of the Israelis as a great accom¬ 
plishment, but the Arabs under the protec¬ 
tion of a cease-fire know that they have in¬ 
flicted a defeat on the fThrisrisns and Jews. 
Die Israelis know that the Syrian missil e tri¬ 
umph encourages radical Arabs. 

• The Reagan diplomatic shift: Most 
dangerous of all is the ap p aren t derision to 
make Saudi Arabia, rather than Egypt, 
America’s Arab linchpin. Sfleot acquies¬ 
cence in the Saudi price increase and pro¬ 
duction cot is one signal. Another is the re¬ 
spect being shown by Reagan aides to 
Prince Fahd’s plan, embraced by Yasser 
Arafat, to establish a PLO state on the West 
Bank, divide Jerusalem, give up the Golan 
and otherwise ensure Israel’s destruction. 
^^B ^w^ rcn m^ t hcFh hd- ^afgtpro ven- 

vid process. Why should any Palestinian 
Arab accept any antononry deal worked out 
by Egypt and Israel if the Americans are 
hinting at a much better deal available 
through the Saudis, who revile Camp Da¬ 
vid? Reagan’s Saudis-first, Egyptians-sec¬ 
ond approach does not induce any Arab to 
follow Egypt’s lead toward peace with Isra¬ 
el; ‘ 
rewards 

rethink its riskiest commitments. 

hi light of these new dangers, and after 
Reagan s unforgettably malign news confer¬ 
ence admonition not to seek to make U5. 
policy, what should Israel do? 

First, it should resist its natural inclina¬ 
tion to react to the Syrian challenge in Leba¬ 
non for at least the next few weeks, or until 
Mr. Habib can test Riyadh’s willingness to 
end Saudi support of the Syrian takeover of 
that country. Israel should let the worid 
know that frustration of the Habib mission 
by Syria is intolerable; the cease-fire is not a 
substitute for a solution. 

Next, it should explore the degree of sub¬ 
stance in the promises of strategic coopera- 



; on the contrary, the strange new policy inedL- 
wards the rejectiomsts and forces Israel to Israeli 


don with the United States. Win the Ameri¬ 
cans position UJL tanks and planes in Isra¬ 
el, or warehouses of Band-Aids? Is that 
talkod-about squadron of F-15s for Israel — 
to equal the Saudi purchase—real or imag¬ 
ined?. Is the cooperation between U.S. aim 
armed forces to be substantive or 
cosmetic? 

Finally, Israel should await clarification 
of Reagan Middle East policy before mak¬ 
ing any further preparations to return the 
final quarter of the Sinai to Egypt If 
Reagan’s Sandi-first beguflemenl; continues 
to downgrade the Gump David accords, Is¬ 
rael would be foolish to hand over the last 
vestiges of its territorial security. The U-S. 
State Department is aware that die Israeli 
ambassador, dismayed at Sau di ascendancy 
at the expense of Gamp David participants, 
is returning to Jerusalem to make such a 
wait-and-see r e c omm endation to his prime 
iiiin^Mrj 

Now that Reagan bas expended so modi 


political capital demonstrating his friend¬ 
ship to the Saudis, what should be do? 

Before fear of U.& irresolution freezes po¬ 
sitions, he should unequrvocaSy assert die 
primacy of Camp David as the only track to 
Arah-Isradi peace. He should hmnediatriy 
appoint Sol linowitz to be the U.S. repre¬ 
sentative at the autonomy talks. He should 
take up former Prime Minister Rabin’s sug¬ 
gestion of Camp David II — a Reagan-Be- 
gm-Mubazak summit, joined by Jordan’s 

King Hussein. 

The Saudis, if they fdt so indinad. could 
produce King Hnssem. Die Saudis could re¬ 
new financial support of Egypt — which has 
been suspended since Sadat’s trip 10 
Jerusalem — and direct a few U.S. motor¬ 
ists’ dollars to Palestinians wzHing to experi¬ 
ment with autonomy. If America’s delighted 
Saudi friends cannot or win not — then 
what was Ronald Reagan’s, glorious 
AWACS victory all about? 

*>mi. The Nat'York Timet. 


Americans Appear to Have Withdrawn From f Us 9 to r Me’ 

By Robert $. McElvaine 


J ACKSON, Miss. — The appar¬ 
ent support in Middle America 
for President Reagan’s dismantling 
of the New Deal and the Great So¬ 
ciety raises the question: Do the 
basic values of most Americans 
differ today from those of Ameri¬ 
cans half a century ago? If a sub¬ 
stantial majority m the 1930s en¬ 
dorsed the New Deal reforms, as 
election results made dear, but a 
majority in the 1980s oppose such 
measures, it would scan that a 
f undamen tal change in values 
must have occurred. 

A comparison of the beliefs dur¬ 
ing the Depression with those of 
today — tint is, of the Joads with . 
the Joneses — yields striking con¬ 
trasts. All complaints about the 
present economic situation, not¬ 
withstanding. most people are now 
far better off materially than peo¬ 
ple were in 0k 1930s. Yet people 
today seem less willing to share 
with others. 

The Depression produced a feel¬ 
ing of common pfight and led to 
values based on concepts of fair¬ 
ness, justice and compassion. As 
they discovered the common na¬ 
ture of their problems. Depression 
victims sought common solutions. 
The economic catastrophe created 
what might he called an “us gener¬ 
ation,” which in turn led to the 
spirit that underlay the New DeaL 
Affluence, particularly once its 
growth slowed in the mid-1970s, 
has led many Americans to be self- 


centered, and this “me generation” 

is the backbone of Ronald 
Reagan’s support. 

In letters that ordinary Ameri¬ 
cans wrote in the 1930s, the em¬ 
phasis was on themes of fairness 
and the need for justice. “We are 
Poor People,’* a group of Mary¬ 
land WPA workers wrote to Presi¬ 
dent F ranklin- D. Roosevelt in 
1936, “but we are human. We feel 
yew’ll give us justice.” 

Such sentiments were echoed in 
thousands of Depression-era let¬ 
ters. “1 knows ana think that you 
feds our care and means right," an 
anonymous correspondent wrote 
to F.DJL in 1935, “and you will 
do what is right if you knows the 
suffering of the people.” An Bli¬ 
nds correspondent advised: “Give 
work to the needy ones, and not to 
the ones that have everything.” 

The New Deal reflected Ameri¬ 
cans’ desire for public projects. 
The Roosevelt administration es¬ 
tablished agencies that put people 
to work on projects for the com¬ 
mon good— parks, buddings, util¬ 
ities, schools and the arts. Despite 
complaints from some quarters 
about “shovd-leaners” and waste, 
most of the programs enjoyed 
widespread popular support. 

Although the push for public 
projects reached new heights in the 
Depression years, the belief in the 
necessity of cooperation and pro¬ 


viding far what the Constitution 
calls “the general welfare” had al¬ 
ways been strong in “individualis¬ 
tic” America. A century earlier, 
public schools, parks, libraries and 
museums had been established 


Today, however, an insidious 
selfishness gnaws at the coopera¬ 
tive aspects of U-S. national life. 
Americans spend ever-laiger sums 
on private automobiles and the 
gasoline to operate them, while 
public transportation systems in 
the major dues ore allowed to de¬ 
cay. The wealthy, and those who 
hepe to be, call for tax credits for 
families whose children attend pri¬ 


vate s choo l s, w hile budgets for 
public education are bring sladmrf 

The shift in values is not abso¬ 
lute. In eras as in individuals, self¬ 
ishness and compassion coexist. It 
is the mix that varies. 

Those on the make have always 
tended to be self-centered, whue 
those in poverty have been more 
concerned with justice and equali¬ 
ty. Seen in this light, the basic dif¬ 
ference between the dominant val¬ 
ues of the 1930s and the 1980s is 
that tench of the middle class in 
the earlier period identified with 
the poor, whereas the bulk of Mid¬ 
dle America now aspires to be¬ 
come like the rich. D» Joads of 


“The Grapes of Wrath”_ 

survival and a decent life; _ 
Joneses seek not merely to keep iq 
with each other, but to emuiata th 
Rockefellers to whatever ex ten 


There actually was a “moral soBr 
jority” in the 1930s; it is no more, 
in the 1980s. The tone of America 
in the Depression years was set by 
the truly needy; today, it is set by 
the truly greedy. 

Robert S. McElvaine is an assod- 
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Discipline Is Effective Defense Against Risk 


By D. Geoffrey Bean 

nPHJE NOTION that trading in commodities 
X carries a high risk of having 50 terns of 
sugar deposited in one's garden may mate for 
hearty bar gossip but should not deter serious 
investors from investigating commodity and 
financial futures markets as investment media. 

Although such markets are designed to as¬ 
sist trading in real goods over which forward 
and futures contracts confer rights, the essence 
of futures trading is that the contract may be 
closed out prior to the date at which delivery 
of real goods falls due. 

A forward contract, such as farms the basis 
of trade mi the London Metal Exchange 
(LMEX is a contract to buy or sell goods for 
delivery at a specific forward date known as 
the “prompt" date. A futures contract extends 
this concept somewhat and is essentially a for¬ 
ward contract made on standard terms in a 
market where the majority of such contracts 
are closed out before delivery by the matehing 
of opposite bought (“long") and sold (“short") 
contracts with the immediate settlement of 
cash differences from the prices of the long 
and short trades. 

Futures markets in die United States and in 
London embrace a wide range of raw materi¬ 
als and latterly 'financial investments.” Con¬ 
tracts in raw materials cover most nonferrous 
metals, precious metals, grains, livestock, fiber 
commodities such as cotton and wool, cocoa, 
coffee, rubber, sugar and many more. 

Goorenmieflt Debt 

Contracts in financial futures, which have 
originated during the last decade in the United 
States, exist in government short and long 
dated debt such as Treasury bills and bonds, 
mortgage certificates and foreign exchange for 
the major currencies. Similar markets are 
planned in London for foreign exchange and 


Eurocurrency interest rates. Consequently, the 
investor has many opport uni ties m different 
markets in most of which prices can move 
quite sharply from time to time. 

The notion that all commodity markets are 
highly risky compared to other finanrial mar¬ 
kets is an exaggeration, however, and a reflec¬ 
tion of the need for Hiariplmwri money man¬ 
agement when using futures rather than a criti¬ 
cism of the markets. 

Futures markets function on a "margin” 
system of trading whereby the holder of a long 
or short futures contract must put up money 
in the form of an initial deposit ana a varia¬ 
tion margin on any adverse price movements 
calcnlateri from the price at which his contract 
is opened to the current level of market price 
for the same contract. Consequently, the 
investor in futures can have control over a 
much larger value of goods than his cash in¬ 
vestment 

Disciplined management of this exposure to 
risk lies at the heart of prudent investment in 
futures markets. The impression that futures 
markets are more volatile than other financial 
markets almost certainly arises from the fact 
that many investors get their fingers badly 
burned from o vertra ding in relation to capital 
actually allocated to financing futures posi¬ 
tions. 

II is advisable to look at the gross value of 
commitments in relation to capital (often 
termed “gearing" or “leverage”) mid as a gen¬ 
eral rule rarely to allow this to reach more 
than about 3 to 1 without taking into account 
unrealized profits (which have a habit of dis- 

P ^hen *one looks^at volatility of stock and 
commodity markets in gross terms — that is, 
ignoring the ability to gear up commodity fu¬ 
tures positions by the deposit and margin sys¬ 
tem of trading — the volatility of commodities 


is not exceptional. As with individual stocks, 
some commodi ties are more volatile than oth¬ 
ers because of sudden shifts in supply and de¬ 
mand. Indeed, one may say that part of the 
role of commodity futures is to achieve a sen¬ 
sitive indication of price and an economically 
efficient m eans of distributing supply. 

It is important for the potential investor to 
have a base under standing of the workings of 
commodity futures markets to ensure that his 
(Continued on Page US) 


C OMMODITIES will be one of the issues included to the proposed 
United Nations Global Negotiations—assuming that the cautious 
commitment of the Can cun Summit to-reactivate the search for proce¬ 
dures to gel them going is followed up. 

Solutions to commodity problems are Crucial to the development 
prospects of some 100 non-OPEC developing nations dependent on 
□on-fuel commodity'exports, often one or two products, for 70 percent 
to 100 percent of their export revenues. 

Bui many non-fuel products exported by developing countries are 
either nonessential tropical foods or materials that can be substituted or 
replaced by synthetics. Developing nations share of world trade in so- 
called "strategic" materials (mainly minerals) is only 25 percent In 
contrast, poor countries depend on the rich for 79 percent of their im¬ 
ports of ores and metals, and 62 percent of their essential food products. 
Advanced countries in fact dominate non-fuel commodities trade — 
Western nations account¬ 
ing for 68 percent of 
world trade in these prod¬ 
ucts, Eastern Europe, an¬ 
other 6 percent. 

Furthermore, many 
commodity prices are 
largely determined by 
trading on commodity ex¬ 
changes. while multina¬ 
tional companies play a 

leading role in produc¬ 
tion, transport, processing 
and marketing of numerous primary products, according to recent stud¬ 
ies. 

Thus a report to the 94th U.S. Congress revealed that five 
handled about 80 percent of world grain trade, and an even 
proportion of U.S. and Canadian grain exports. 

Negotiations on commodity issues however take place between gov¬ 
ernments, both inside councils managing a number of commodity agree¬ 
ments and wi thin the Integrated Program for Commodities launched by 
the fourth UN Conference on Trade and Development in 1976 in Nairo¬ 
bi. 

The IPC covers 18 products of major export interest to non-oil pro¬ 
ducing developing countries! Its launching was seen as something of a 
triumph for toe Third World, frustrated by the piecemeal, case-by-case 
approach in a number of organizations, and the refusal of rich nations 
to contribute to financing of buffer stocks or other price stabilization 
measures under existing commodity agreements. 

But Western agreement to the IPC emerged from Nairobi mainl y 
because 19 OPEC and non-oil developing nations involved in the Paris- 
based Conference on International Economic Cooperation, discussing 
energy, trade, finance, aid, food and commodities, threatened their 
Western co-participants with refusing to return to the talk*. The IPC 
adopted there also called for a conference to discuss and negotiate a 
common fund to finance buffer stocks and other commodity measures. 

However, political co mmi tment to a common fund only emerged at 
the end of the Paris talks, mid-1977, as one of the concessions marie by 
Western nations in exchange for Third World support for a post-confer¬ 
ence mechanism to continue discussions on energy. Divided among it¬ 
self, the Third World group refused the mechanism, but negotiations on 
the common fund went ahead and an agreement finally emerged in 
1980. 

The common fund will only become operational when 90 nations 
accounting for two-thuds of its $470-m3lion subscribed capital have 
signed and ratified the a gr eement. So far. only 69 nations have signed. 



up 
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12 have ratified and the fund is unlikely to become operational by mid- 
1982 as planned. 

Though its powers and financial surface are far more restricted than 
in original Third World proposals, the fund will be able to use $400 
million of its capital to raise money for lending to commodity ag* 1 *- 
ments associated with iL Association must be agreed by the councils 
managing the agreements (at present covering sugar, cocoa, coffee, tm 
and rubber).These organizations would have to deposit one-third of 
their “maximum financial requirements" in ««h with the fund, with 
members 
before 
ally join 

which it could raise another $4 billion. 

A second “window” of the fund, backed by the r emaining $70 million 
of its capital and by $280 minion in voluntary contributions, will 

finan ce a range of mea¬ 
sures to improve the com¬ 
petitive position of com¬ 
modities under the EPC 
Most Western nations, 
originally opposed to this 

window^ have contributed 
about $200 milli on, with 
the OPEC Fund giving 
another $46 milli on. The 
United States, though, has 
said it will not chip m. 
Meanwhile, innumer¬ 
able meetings on the 18 IPC products have generated few results. The 
agreements on cocoa, tin, coffee and sugar (products coming under IPC) 
existed prior to 1976 and have been renegotiated only with difficulty. 

EEC nations do not belong to the International Sugar Agreement, 
although they account for 25 percent of world exports. Bolivia and the 
Uni tea States have decided against joining the sixth tin agreement, start¬ 
ing in 1982, that they helped negotiate. The United States and Ivory 
Coast, accounting for one-quarter of cocoa imports and exports, have 
similarly refused to join the new cocoa pact that just came into effect. 

President Reagan's “magic of the marketplace” will find sympathizers 
in Britain, West Germany and Japan, which have only reluctantly come 
to subscribe to the market organization approach traditionally support¬ 
ed by France, Italy, the Netherlands, the Nordic countries and Austria 
as well as the Third World. 

The same philosophy has led the United States to consider going back 
on commitments made by the Carter a dminis tration at the Law of the 
Sea Conference, on grounds that the proposed treaty limits free access of 
U.S. mining companies to “strategic minerals contained in seabed no¬ 
dules. Recast announcements pom ting to S6 billion worth of sales and 
$12 billion worth of purchases over the next few years (mainly of miner¬ 
als) by the U.S. strategic stockpile have also given rise to fears that 
commodity markets will be badly upset 

Disagreements among Western countries, plus the traditional tacit 
support of their resistance to Third World demands the Soviet bloc, 


DfdiDt, 


VT 


Disagreements among Third World commodity prodc 
other brake—as experience under the IPC has shown, fit fact, the limits 


to “producer power’ on OPEC lines have been a salient feature of the 
IPC talk*. A Third World raw materials conference in 1975, the estab¬ 
lishment of a number of commodity producer associations, and the 
drafting of statutes for a coordinating council for these groups gave rise 

(Continued on Page 8S) 


International Petroleum Exchange Is Filling a Need 


Responsive to Change 

By David M. Anderson 

A PREDOMINANT feature of the London markets is that they have always been 
responsive to change, and change there has always bean 
The exc 
necessity 1, 

ing goods, or to produce i__. . 

ceased trading while others continue to expand m volume and importance. 

Similar ly, as trading patterns change or industry’s requiremeniscbange, so new futures 
contracts for new commodities are examined and from time to time started/in the last 
three years alone, new contracts have been started in soya meal, nickd, al uminum , pota¬ 
toes and gas ofl. It is expected that a gold futures market will open in the first quarter of 
1982 and a financial futures market in the third quarter of 1982. Although the interna¬ 
tional Petroleum Exchange was only established this year with one commodity, gas oB, 
traded, studies are being made to expand it into a foil energy market with contracts 
: oil and petrochemical products ana perhaps even coaL 
Fin an c ia l hiO i niiwnt s 



being tra 
in other < 


The biggest development worldwide in commodity trad ing, h owever, has been in finan¬ 
cial instruments, from currency futures to interest rate futures. Although these ooncepts 
were initially developed in Chicago the existence of exchange controls and the banking 
environment precluded their development in London. But that has changed and the 
banking communi ty, in conjunction with the currency and discount markets are com bm- 
ing to put together the London International Financial Futures Excha n ge (LtFFE). It is 
hoped that within a year contracts in currencies, U X- government pits and Eurobonds 
wifi be trading. This is relevant for the commodities community because currencies and 
interest rates are interwoven in the fabric of commodity trading. 

This will mean that London alone will have an organized e x ch a nge for every intema- 
uonal co mmodi ty (and this now includes currencies and interes t rates as c ommo di ti es). 
These can be split into fibers, grains, tropical products, nonferrous metals, precious 
metals, oil. currencies and impest rates. . _ , . .. , _ 

There are three distinct commodity exchanges in London. The London Metal ex¬ 
change (copper, tin, lead, zinc, silver, aluminum and nickd), the Gram & Feed Trade 
Association (wheal, barley, potatoes) and the London Commodity Exchange (sugar, co- 

(Costinued on Page 8S) 


By Peter Wiidblood 

M ANY business activities involve risk. 

Some can be assessed from experience 
or actuarially as insurance companies do when 
calculating premiums. Other enterprises can¬ 
not do this or there are other factors that make 
it necessary for them to find different ways of 
am trolling risk. 

Those involved with producing, buying, sell¬ 
ing or manufacturing from primary commodi¬ 
ties are dealing with risk from price changes. 
The commodity secior, mostly, has developed 
its own form of risk management in the shape 
of futures markets, which provide price insur¬ 
ance through hedging. 

Although a new medium in the oil trade, 
futures markets have been used by the com¬ 
modity trades for a long time — more than 
100 years in the case of London — sufficient 
for their effectiveness to be proved. 

Why. then, only recently, was the Interna¬ 
tional Petroleum Exchange established? Until 
the early *7Qs the world enjoyed co mp arative 
price stability in oil and oil products. Howev¬ 
er, the breakdown of the traditional structure 
of the oil trade and political changes saw an 
end to that Considerable price uncertainty 
and volatility ensued, creating the need for a 
futures market in ofl and 0*1 products that 
London is well placed io CD. 

Trading Center 

London not only has the expertise, commu¬ 
nications and financial structure, but it is dose 
to Rotterdam, the center of the spot market 
and Europe’s biggest oil port- Also, as a trad¬ 
ing center, it straddles the world’s time trading 
zones permitting business from Europe and 
the East in the morning and from North 
America in the afternoon. 

It was not only' price insurance that the oQ' 
trade needed. The lack of a central market¬ 
place and the existence of only informal meth¬ 
ods of gathering information meant that there 
was no opes or reliable indication of prices or 
price trends. A futures market, where business 
is conducted publicly by “open outcry” on a 
market floor, provides price transparency. AD 
bids, offers and completed Trades are instantly 
shown on visual display units on the floor and 
in members* offices. The same information is 
available through the various international 
news media to the public and businesses 
worldwide. 

The IPE commenced trading on April 6, 
1981. with a first contract in gas oil (heating 
ofl) of a s tandar d European specification. The 
con tra ct for 100 -metric-ton lots is denominat¬ 
ed in U.S. dollars with a minimum fluctuation 
of 25 cents. Trading takes place over nine con¬ 
secutive months, starting with the current root 
month, and delivery is made against transfer¬ 
able bearer warrants in the Amsterdam, Rot¬ 
terdam and Antwerp areas. 

From the outset, the IPE has been deter¬ 
mined to develop a strong trade base to the 
market. BP. Amoco. Ultramar Golden Eagle, 
Agjp, Mabanaft and Copechim are some trade 


members. Other majors have shown interest 
and there is active participation from the largp 
network of small distributors of heating ofl. It 
is not only these who can use the market to fix 
a price forward or hedge their physical com¬ 
mitments. Large consumers of heating oil, 
prfaether industrial concerns or government de¬ 
partments and local authorities, and users of 
gas oil as a feedstock or diesel need to protect 
themselves against adverse price movements. 

Futures Contracts 

While hedging (buying price insurance) may 
be the prime use of the market by many, oth¬ 
ers use it as a means to accept risk in the ex¬ 
pectation of profit (selling price insurance). 


This latter 
essential to 
tional lii 


five element to the market is 
idea its base and provide addi- 
d liquidity. It also ensures that no one 
side of (he market can dominate to the detri¬ 
ment of the other. 

A futures contract is a binding agreement to 
buy or sell at a specified price and ax a definite 
future date a standard quantity of a commodi¬ 
ty of fixed quality and terms of delivery. This 
standard contract enables all users of the 
product of trade through the market on a com¬ 
mon accepted basis. 

Futures transactions differ from physical 
contracts because they are transferable. As all 
futures contracts are identical in terms of 
quality and quantity it is possible to make a 


compensating purchase or sale at any rime, 
thereby closing out any liability under the 
original contracts, leaving only the difference 
in contract price to be settled ' 

The primary use of the market is for hedg¬ 
ing. For example, an oil company anticipates 
holding a surplus of gas oil in July. During 
January, the futures price for July is $310 per 
metric ton, which the company believes would 
be a good price to sell its summer surplus. It 
therefore sells July future contracts equivalent 
to its anticipated July surplus. In June it enters 
the physical market and sells the oil for deliv¬ 
ery in July. At the same time it re-enters the 
futures market and buys future positions In 
(Continued on Page 9S) 
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Gold Futures Trading Soars in Popularity 


By Peter Grange 

A N OUTSTANDING feature of the boom 
in US. futures markets in recent years 
has been the enormous popularity of gold fu¬ 
tures. The volume of contracts traded! on the 
New Yofc Commodity Exchange (Comes), 
the largest of the U.S. markets in gold futures, 
soared from. 394,000 in 1975 to 65 mflHon in 
1980. Ah important element in that growth 
has beentbeinaeasing interest shown by the 
American public. .... - 

The success of the futures markets has not 
gone unnoticed in London. The city's fi nan c ial 
and conunodirv mflteus are sensitive to any 
developments that may reduce the importance 
of London as a trading center, and' two of its 
august the London Gold Market and 

the London Metal Exchange, are joint spon¬ 
sors of a scheme to open A gold futures maraet 
. Most of the details are now finalized but they 
were not determined without long delays, pro¬ 
tracted debate and, on one issue ax least, a 
great deal of controversy. 

Much « the U.S. markets’ popular appeal 
stems from the attraction of gold itsdf; mat 
and a general disenchantment with the IL& 
investment dimate. The high leverage offered 
by futures markets is undoubtedly a big at¬ 
traction. For example, the reamuninended 
margin deposit inCome* isS2J00fora con-, 
tract.rifW ounces WMlne gold. The recom- 


mended margin on Chicago's International 
Monetary Market (IMM) is even lower: 
$1,500 for a “speculator” contract of the same 
weight and fineness, although a “hedger” has 
to pay $2,000 (an acknowledgement that the 
speculator uses the market to accept risk, 
hence the inducement, while the hedger uses it 
to reduce risk). 

The remarkable success of the major U.S. 
gold futures markets — Comex accounts for 
about 55 percent of the business and IMM for 
about 35 percent —can also be attributed to 
the low carrying charges on gold futures and 
the ease, perhaps beguiling, of trading in them. 
Gold futures cany a premium equal to or frac¬ 
tionally above rates m the interbank Eurodol¬ 
lar market Contracts are standardized and. as 
afl but a few are dosed out before the defivny 
date, there are no transport costs, no assay 
costs, and no need to buy insurance. 

Gold Futures Tradfag 

Moreover, prices are widely disseminated 
and..liquidity virtually assured bv the market’s 
depth. The fan remains that for every gain 
there is a corresponding toss, and there is no 
dividend attached xo gold futures. Neverthe¬ 
less, the U.S. formula has led to markets of 
■broad appeal with private investors playing a 
significant role alongside bullion dealers, pro¬ 
ducers, foreign exchange dealers, the jewelry 
trade and industrial consumers. 



But the ease associated with gold futures 
trading in the United States was not reflected 
in the formation of US. markets themselves. 
The West Coast Commodity Exchange was 
the first to begin in 1971 with a flying start. 
The 1934 Gold Reserve Act forbidding US. 

to hold gold bullion was then in force 
and the “paper gold" loophole the market 
sought to exploit was quickly blocked by the 
courts. ..... 

When the Gold Reserve Act was abolished 
in January. 1975, five US- groupings were in¬ 
terested in setting up gold futures markets. It 
was not easy. Debate about the best market 
structure went on for months: Should the 
traditional 400-ounce ingot be the traded con¬ 
tract? Would not a new, smaller bar, of 100 
ounces be more convenient? And what about 
the fineness—995 or 999-fine? Trading hours, 
floor membership, minimum and max imum 
limits on price movements, location and clear¬ 
ing house arrangements all posed problems. 
Some of them were novel. While gold has been 
traded for a few thousand years and futures 
mar kets in existence only for a few hundred 
years, gold futures were new. As a co mm odi t y, 
gold has investor appeal of a special nature 
and when all was resolved, the markets that hit 
on the right formula flourished 
The came may yet prove to he the case on j 

{Continued oc Page 1 IS) 
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London Markets Have Been Responsive to Change... 



*-• (CootSiajed from Page 7S) 

. W>a, coffee, rubber, wool, a 
meal. International Petroleum gw 
T®*®)- In essence they are mark¬ 
etplaces created and run by mer¬ 
chants who consider themselves 
collectively to be predominant in 
the pricing and transshipment of 
goods around the wodd. The for¬ 
ward and futures contracts traded 
m these markets are related to the 
of the actual goods. The 
and effectiveness of the 
markets is reflected in 
1 their function rtf pricing goods for 
major world producers and con¬ 
sumers. 

International 

Except for the domestic/EEC 
grain arid potato futures 
all the other commodities and met¬ 
als arc of an international nature, 
produced and consumed world¬ 
wide. London scores higher Than 
most other centers because it rep¬ 
resents a central reference point 
for world commodities. Altho ugh 
the Chicago and New York ex¬ 
changes trade in many more com¬ 
modities and in considerably larg¬ 
er volumes, only a handful (sugar, 
cocoa, coffee, copper, gold and sil¬ 
ver) are international. The rest are 
; domestic. 

London has therefore developed 
into more of an international cen¬ 
ter and this role is increasing. The 
trend has been reinforced recently 
by a large influx of foreign banks 
■ and trading and brokerage compa¬ 
nies. 

But the question still arises 
’ whether the commodity exchanges 

- provide real liquidity and fulfill a 
. modem economic function or are a 

- relic of bygone days. 

It is generally accepted that the 
economic functions of efficient 
commodity futures markets are to 
provide a forum for price determi¬ 
nation, an efficient and financially 
sound trading structure, a central 
reference for prices, a market 
which can be used for carrying or 
financing surpluses, a mcdnwn for 
hedging obligations or shifting 
price nsk and a market of last re¬ 
sort 

Unlike a number of the U.S. ex¬ 
changes, the London tnurirgfs 
pride themselves in being able to 
fulfill all these functions and so at¬ 
tract the world's trade. 

Over the extended period of ex¬ 
change controls, when all transac¬ 


tions were monitored by the ftanfc 
of England, approximately 80 per¬ 
cent of all transactions were repre¬ 
sented by trade interests ana 20 
percent by non-trade (trade being 
defined as those participants' 
whose business it was to produce, 
consume, fabricate, convert or in 
any other way participate in the 
goods themselves), whue these fig¬ 
ures are probably the reverse in the 
United Stales. 

London's importance for .trade 
participants encompasses the very 
sop h isticated trade arbitration pro¬ 
cedures that allow disputes to be 
settled quickly and cheaply with¬ 
out recourse to the courts (with 
their attendant delays and costs). 
Each commodity exchange has 
proven and elaborate rules for ar¬ 
bitration of disputes; a fair hearing 
for all parties by experts in their 
fields is ensured. 

The futures (or terminal) mar¬ 
kets have their contracts guaran¬ 
teed to members by a central clear¬ 
ing organization known as the In¬ 
ternational Commodities Gearing 
House (ICCH). This organization 
came into being in 1888 and acts 
independently of. but in close col¬ 
laboration with, the market associ¬ 
ations. The market associations are 
organized and run by elected mem¬ 
bers who create and enforce the 
regulations of the relevant market 
Most of these members are traders 
in the underlying commodity itself 
and their operations are heavily bi¬ 
ased towards co mmer cial users. 

The outside speculator has little 
to do with the affairs of r unning 
the markets. Although welcomed 
as an important contributor to li¬ 
quidity, speculators cannot be a 
tail that wags the dog. It is of para¬ 
mount importance that the value 
of underlying goods ultimately de¬ 
termines thepnee. 

With equity markets so uncer¬ 
tain over the last few years, inves¬ 
tors' eyes have turned towards 
commodity markets. More outside 
traders and speculators have taken 
part and mutual funds have been 
devised for direct participation in 
commodity trading or investment 

Each commodity is traded in a 
minimum unit known as one con¬ 
tract or one “lot" Although this 
minimum contract usually has a 
large value, it is now possible for 
an investor to buy small units 
through these funds, which are 
managed by professionals. Fur¬ 
thermore, while normal trading in 


commodities can be very risky, 
these funds give investors limited 
liability. The first of the funds was 
formed in London, but there are 
now a considerable number both 
in Britain and the United States. 
This area is expected to grow fur¬ 
ther, erven though there is a hoi de¬ 
bate whether the speculative move¬ 
ment of money in and out of com¬ 
modity markets wifi create exces¬ 
sive distortions. 


London has always 
prided itself on the 
self-regulation of its 
markets ... 


Loudon has always prided itself 
on the ^-regulation of its mar¬ 
kets, due principally to the large 
trade partiapation. Than has beat 
considerable debate between Lon¬ 
don and Washington about gov¬ 
ernment regulation of internation¬ 
al markets. London’s attitude has 
always been that if the contract 
specifications relate to the real de¬ 
livery of real goods in a commer¬ 


cial manner and if the authority of 
the exchange is such that it can 
tairp instant action against abuse, 
then the market wm reflect true 
value and should be used by all 
comers, particularly in those com¬ 
modities which are now considered 
truly mternationaL 

This has been successful With 
the Bask of England maintaining a 
dose liaison roTe, the London sys¬ 
tem has worked to the benefit of 
alL 

The U.S. view has been colored 
by the creation of a federal agency, 
the Commodi ty Futu res Trading. 
Commission (CFTQ, to regulate 
all commodity markets and com¬ 
modity trading in the United 
States. Since its inception there 
have been some notable disrup¬ 
tions In the VS. markets, particu¬ 
larly the a ttemp t to comer silver in 
1980. The CFtC insists that one of 
the prerequisites of re gulating mar. 
Lets is to have daily knowledge of 
the positions of every participant, 
and to have a legal jurisdiction 
over those participants. 

By participants, the agency 
means every ultimate beneficial 
owner of futures contracts. In 
trying to attain these goals, partic¬ 
ularly those of ortraiemional ju¬ 


risdiction, the CFTC ran across in¬ 
ternational legal barriers, creating 
a furor among foreign govern¬ 
ments. 

It has always been the conten¬ 
tion of the Loudon markets that 
quick and efficient regulation can 
take place by controlling the mem¬ 
bers themselves and not their ulti¬ 
mate clients and that it is not very- 
relevant who uses the markets. In 
fact, the London trade community 
actively encourages major wodd 
producers and consumers to use 
these markets dither for hedging, 
pricing or part of buffer stock sup¬ 
port programs. 

For some reason (probably a rel¬ 
ic of the 1920s) the U.S. govern¬ 
ment sees large outride users of the 
U.S. markets as some sort of 
threat Therefore, the combination 
of London’s less regulated limits to 
price movements, minimal govern¬ 
ment interference, longer trading 
hours and more sophisticated 
finance and clearing, has put Lon¬ 
don’s international markets ahead 
of all others. The U.S. internation¬ 
al markets could be net losers to 
London. 



...But 
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l change’s long history derives 
ultimately from the fact that tin 
ore. has been mined in Cornwall 
since pre-Roman times — for a 
short time around the early 19th 
century, more than - SO percent of 
copper was smelted from Cornish 
ore, and appreciable tonnages of 
lead were also produced. 

Many merchant firms nourished 
on the basis of these productions, 
but their decline and me British in¬ 
dustrial revolution turned Britain 
from an exporter to an importer of 
these raw It was to facil¬ 

itate this trend and to participate 
more easily in a growing interna¬ 
tional b usiness finan ced by British 
banks that merchants ana . others 
joined to form the London Metal 
Exchange in 1877. 

The 100 years following the ex¬ 
creation have been un- 
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By Ron Blonder 

HpHERE can be little doubt that 
-L the computer is one of man's 
most important inventions. During 
the last 10 yean, computer tech¬ 
nology has had a substantial effect- 
in almost all market sectors 
around the world. 

Using computer technology is 
not new to the commodity special¬ 
ist. Receiving rapid price move¬ 
ments from the major commodity 
exchanges is the lifeblood of com¬ 
modity professionals as world 
forces of supply and demand com¬ 
pete. 

There are a number of vendors 
providing up-to-the-minute price 
information accessible through vis¬ 
ual display units. The Renters 
Monitor System has dominated 
this field in Europe since the early 
1970s, when it introduced foreign 
e xchange information from major 
market-makers to be displayed 
over its desktop terminals connect¬ 
ed via high-speed communication 
lines. 

From the U.S. 

The concept of capturing this 
“uncentralized” market was an ex¬ 
tension of existing technology 
from the United States, where dur¬ 
ing the mid-1960s firms like Bunk¬ 
er Ramo, Quotron and GTE estab¬ 
lished massive switching networks 
for the rapid dissemination of cen¬ 
tralized exchange price movements 
in stocks, bonds and commodities. 

Because of the complexity and 
uncertainty of world economies, 
there was a need to extmd avail¬ 
able information to include a wide 
variety of data from the wodd’s 


major financial, centers. As a result 
of this demand, specialized sys¬ 
tems were developed. For example, 
Teleraie established its own money 
market network and has recently 
included commodity price infor¬ 
mation as part of its data base. 
ADP Comtrend, realizing the im¬ 
portance of presenting commodity 
price information graphically, in¬ 
troduced its Videcom service m the 
eariy 1970s. 

New entries into the dissemina¬ 
tion of commodity price informa¬ 
tion include IBM, Unicom and 
Viewdata, where a wide variety of 
features and costs are now easily 
accessible tor anyone who requires 
this data. The competition is fierce 
as these vendors are vying for their 
market share throughout the 
world. Although traders welcome 
these new services, one of the ma¬ 
jor problems for commodity firms 
is that (hrir Hfating rooms are al¬ 
ready overcrowded with visual dis¬ 
play units. The need for centraliz¬ 
ing the retrieval of information is 
altering the style of the trading 
room. This trend will continue as 
new technology is introduced. 
Commodity firms are consolidat¬ 
ing for belter use of their monitors 
by interfacing this data into t hei r 
in-house operations for efficiency 
purposes and'to reduce overheads. 

Only the B eginning 

Data collection and dissemina¬ 
tion is only the beginning in this 
microchip era, far it is tire interpre¬ 
tation of this data that is essential 
to the trader. Regardless of 
whether one is a producer, hedger, 
speculator, a fundamentalist or a 
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technician, it is the accurate analy¬ 
sis of future price movements that 
deserves the concern of anyone 
who participates in this industry. 
And it is in this area that computer 
technology possibly can alter the 
character of the marketplace. 

Te chni cal analysis of fundamen¬ 
tal principles for the purpose of 
forecasting emerging market 
trends is one of the major func¬ 
tions of any commodity trader. 
Accurate analysis will result in in¬ 
creased profits. Perhaps the single 
most important tool for commodi¬ 
ty traders is the chart, which Ulna-, 
trates the volatile price movements 
of futures contracts over a period 
of time. 

Charting is one of the oldest 
tools used by commodity traders 
to analyze and forecast markets 
trends. Although fundamental fac¬ 


tors such as supply and demand, 
political policies and weather can¬ 
not be ignored, the chartist be¬ 
lieves that these factors are so nu¬ 
merous and variable that the effect 
is represented in the price of the 
commodity at my given point in 
time. Not all traders share this 
view, but it is important to have an 
awareness Of tr^hritcal influences 
and the effect upon the market of 
these techniques. Regardless of 
one's philosophy, graphic repre¬ 
sentation of price movement can 
predict early signals more from an 
extensive study of various charts 
than from an analysis of the fun¬ 
damentals. 

Price and volume char m are 
available in a number of format*. 
The most commonly used are 
trendline, bar, point and figure, 

(Confirmed on Page 9$) 


Global Spotlight 

(Co nfi rmed from Page 7S) 

to fears that OPEC-styie tactics might start bring used. But'the conndl 
has never met due to lack at ratification at its statutes, and OPEC 
nations have not been active su p porters, let alone bankers (A these 
groups — as yet Instead, OPEC has pushed hard for the common fund, 
offering to pay subscriptions of the 35 poorest countries, even though so 
far only Indonesia and Iraq have ratified the fund treaty. 

Hopes that wodd commodity trade could be im p roved by sweeping 
concessions under the Tokyo Round trade negotiations held under the 
auspices of GATT (the General Agreement on Tariffs arid Trade) did 
not materialize. Even when concessions agreed to in 1979 are phased in 
finally in 198S, wodd trade in most agricultural commodities and their 
processed forms will still be far from free. 

In the absence of foreseeable progress towards mare commodity 
agreements or any. further trade liberalization before the early 1990s, 
increasing attention is focused on ways to stabilize export earnings of 
developing countries by means other than commodity price stabilization 
as it functions under the pacts. The compensatory finance facility has 
lent $13 billion to developing countries over the last 18 months. 

Meanwhile, the second edition of EEC's Stabex scheme for 44 com¬ 
modities exported by 60 associated developing states, which started in 
1975, is committed to lend or give some $110 TniTHon a year between 
1980 and 1985 for export earning stabilization. But claims over the last 
twelve months have been double en ti tlements: the Community wQl have 
to negotiate among its members far farther financial resources far Sta¬ 
bex, or with associated countries for reduced benefits. Proposals to in¬ 
clude a further 11 “least developed” nations will also increase costs. 

Next spring the UNCTAD secretariat will be proposing negotiations 
on a major new export earnings stabilization fund. But most rich coun¬ 
tries have already indicated that they oppose any new plan and would 
only be ready to talk about, though not necessarily agree to, expanding 
the IMF facility. 

Third World hunger poses a whole series of additional issues: the 
need for land reform and income redistribution in developing countries, 
export vs. subsistence crops, ways of managing food aid from abroad so 
that it actually readies the starving while not discouraging or disorganiz- 
ing local production, the need for much mare in ternatio nal finance for 
agricultural development. 

Solemn commitiDents at ^aiTi to feed the hungry follow a long 
series' of pious hopes and broken promises emerging from many wodd 
conferences. “World Food Security” seems likely to r emain as unattain¬ 
able a goal as a new deal in woridcommodity trade, right now... 
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precedcnted in scientific and tcch- 
oologjcai. advances, and with the 
resultant social and political 
rfiangey ft is astonishing that so 
much remains of what the original 
members created in the exchange's 
formative years. 

• Examples of this include the 
practice of formal seating in a ring 
and the strictly' controlled five- 
minute periods Of metal dealing , 
which take place twice during the 
morning and afternoon- trading 
sessions. Official prices are estab¬ 
lished at the end of the second 
five-minute period for each metal 
in the first session and published 
through the world's mtemational 
press services. Inter-office dealings 
can take place ai all times and can 
be contracted on official standard 
contract forms. 

Other examples of continuity 
are the fact that today’s standard 
contracts have evolved' directly 
from those originally formulated, 
and the management of exchange 
affairs by a board and a commit¬ 
tee. 

The board consists of directors 
.of the Mietal Market and Exchange 
Co. LttL, one-third of w hom re n te 
annually but are eligible for re- 
election. Currently, company arti¬ 
cles allow for 12 directors, but nine 
is the usual number serving. Share¬ 
holders in the company must be 
current members of (he exchange. 
The board is responsible far the 
overall control and financial side 
of the market and draws its in- 
come from fees and subsemthmo. 

The committee, numbering 15. 
controls the market’s day-to-day 
activities and the teehnirail side, 
and its members are elected annu¬ 
ally. Major alterations, be it in 
contract terms, through the intro¬ 
duction of a new market or 
through changes in the rules and 
regulations are agreed to by a joint 
meeting of the two bodies. 

The most important original fea¬ 
ture of the exchange that differen¬ 
tiated it from other commodity ex¬ 
changes was that members dealt 
with one another and clients, on a 
principal to principal basis, and 
this remains unchanged as no 

d wninghn iiM mffrhaniicm Tmc l nwn 

introduced. There is trust and con¬ 
fidentiality ' between the member - 
and the client. 

Exchange Subscribers 

. Subscribers to the exchange are 
divided into three categories: those 
who represent companies that have 
been granted the privilege of deal¬ 
ing in the ring; those representing 
non-ring Hrafing companies; ana 
individuals connected with the 
metal trada There are 95 sub- 
. scribezs from the 29 ring dealing 
companies;. 79 _ representing 
non-ring dealing companies; and 
27 individual subscribers. There is 
room far 35 ring dealing firms, bat 
no limitation on the other two cat¬ 
egories. 

As in any outcry, market mem¬ 
bers must be prepared to deal with 
each other. It is Therefore one of 
the board’s duties to see that, in 
particular, a ring dealing compa¬ 
ny's financial status is sound and 
that no overtrading takes place. 
This is done by a combination at 
examining anniial accounts and a 
daily confidential return made by 
members to an independent body 
on their open indebtedness to one 
another. A maximum figure on 
such indebtedness is set by the 
board and committee. If this is ex¬ 
ceeded. it is reported to the secre¬ 
tary and members asked to put up 
additional bank guarantees or 

r^ffiei^This follows a confiden¬ 
tial investigation tty three members 
of the board and/or Committee. 

There is also an arrangement 
with the Bank at England whereby 
members report their open posi¬ 


tions at the end of each month. 
These positions are divided into 
trade and non-trade interests. 
Should non-trade interests become 
excesaye in any one metal, the 
. 'chairman of the ccxnmiaee is in¬ 
formed and" appropriate action is 
taken to have the situation kept 
under review. It is generally as¬ 
sumed that in normal .markets 25 
perccntis tbemggcr poinL 

General evolution excepted, 
there have been these notable 
changes over the years: ■ . - 

,• .The development and struc¬ 
ture of ring dealing firms. Origi¬ 
nally, these were partnerships and 
private companies. Since the ex¬ 
change became fully operational 
after World War H, companies 
have largely become subsidiaries 
of bigger organizations. This ha* 
resulted in dealers mainly having 
to operate under remote control 
within limits laid down by man¬ 
agement, unlike when the dealer, 
was the owner and could make a 
decision instantly when sitting in 
thering. 

• The number of foreign metal 
companies forming London-based 
subsidiaries for the purpose of ob¬ 
taining ring dealing privileges, 
which has. increased. Currently, 
more than 75 percent of the 29 
ring dealing companies are owned 
. or controlled by overseas interests. 
Their influence has been beneficial 
and enhanced the international 
gtafUS of the e rchangp . 

In a normal futures market, op¬ 
erations reflect people's opinions 
of what is likely to be the situation 
in three months. This in turn gives 
rise to selling or buying in antici¬ 
pation of the expected movement, 
and establishes a price trend useful 
.to industry. 

Of all the international com¬ 
modity markets, the LME is prob¬ 
ably the most trade and commerce 
oriented. Also, outside the dollar 
area, almost all the trade in metals, 
ore concentrates, residues and 
is based on or related to 
; quotations. 

in times of oversupply, when the 
differential between the purchase 
price of metals for delivery the 
next day and that at a sale marig 
simultaneously for reddivay in 
three months can be comparable 
to lending money to a bank, then a 
double operation or “carry” be¬ 
comes an acceptable method of us¬ 
ing funds available to a variety of 
financial institutions to finance the 
surplus stocks without 
drain on the resources of 
ers and fabricators. 

LME arbitration procedure is 
widely used in international trade. 
It is conducted by one arbitrator 
appointed by each partyfrom a list 
of names kept by the .secretary of 
the exchange, three two having the 
right to appoint a third to ensure a 
majority verdict. In the event of 
one party not making an appoint¬ 
ment, the committee is empowered 
to do so. In the event of ah appeal, 
this is heard by a panel of five ap¬ 
pointed by the board and commit¬ 
tee from among their members. 

In 1977, the London Metal Ex¬ 
change celebrated its centenary — 
a long way from the time when en¬ 
trepreneurs bartered commodities 
in the. London coffee booses and 
then, their business unfinished af¬ 
ter the coffee houses had dosed, 
continued bartering on the curb, 
which led to the stm-used name of 
curb trading far taking 

place after the official sessions are 
dosed, although these no longer 
take place outdoors. 

On Sept_ 30, 1980, the exchange 
started trading in its mndern prem¬ 
ises in Mincing Lane. Still based in 
the heart of tee CSty of London, 
the exchange has managed to 
achieve the impossible: maintain 
its traditions and proven business 
methods and adjust to the future. 
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Outside Influences 
Affecting Tin Trade 


Special totke IHT 

T HE TEN market has been sub¬ 
jected to a number of influ¬ 
ence* outside of those created by 
the law of supply and demand and 
has reacted violently because of its 
small base, world production being 

only about 200.000 tons. ; 

Negotiations for a Sixth Interna¬ 
tional Tin Agreement nearly failed 
and it was necessary to prolong the 
life of the Fifth Agreement for a 
year to mid-1982 before agreement 
was reached. Since then the U.S. 
government has stated that it will 
not sign, and there are doubts 
about other major countries ratify¬ 
ing. 

Overhanging the market has 
been the knowledge that the Gen¬ 
eral Services Administration has 
considerable tonnage of metal to 
sell, but in- accordance with the 
U.S. government's undertaking 
that stockpile sales shall not dis¬ 
rupt the market, the tonnage actu¬ 
ally sold has been small — about 
2,000 tons during the last 10 
months — and it is expected this 
restraint will continue. 

Finally, there has been the en¬ 
trance of a noncommercial farce in 
the market that raised the pnn» 
from the lower half of the buffo- 
stock manager buying range to al¬ 
most the top of the soling range in 
a few weeks in the third quarter of. 
the year. After a long period in* 
inactivity by the buffer stock man¬ 
agement, prices were depressed by 
economic consideration and it 
looked at one time as though the 
floor price itself might have to be 
defended. He entered the market 
in the second quarter and by the 
end of June had purchased some 
4,000 tons. In mid-July, the very 
heavy buying commenced and it 
will be interesting to leant at the 
end of the year what tonnage the 
buffer Stock mnnagw still held, if 
any, at the end of the third quar¬ 
ter, as the ceiling price was exceed¬ 
ed in the second week in October. 

The argument about the price 
range in the Fifth Tm Agreement 
continues, with producer countries 
pointing to world inflation and its 
inevitable effects on the cost of 
production, which in many cases 
has rendered operating unprofit¬ 
able. Consumer countries claim 
that the overall economic climate 
calls for restraint in raising prices 
and point out that any future in¬ 


crease in the price of tin will have 
senous long-term effects because 
of the increasing use erf substitutes 
m the container Add. This has al¬ 
ready begun and the search for 
new major uses of tin has been in¬ 
tensified. 

As with other metals, the price 
movements on the London Metal 
Exchange have been exaggerated 
by the wide fluctuations in the val¬ 
ue of sterling since the beginning 
of the year, and the major supply 
erf new metal enters the world mar¬ 
ket based on a Malaysian dollar 
quotation. 

An anomaly on the LME is the 
existence of two tin contracts, both 
giving rise to offical quotations al- 
though the Highgrade contract is 
almost unused, as seen by the 
number of markets with no turn¬ 
over. But the majority of tin deliv¬ 
ered into registered warehouses 
conforms to the h ig her specifica¬ 
tion. 

The Highgrade contract, which 
was introduced in July, 1974, was 
expected to be built up by buffer 
stock manager operations, winch 
would be based mainly on 
highgrade tin from Penang, but its 
activities never reached the neces¬ 
sary volume to TnnV<* dealers 
switch their trading to the new 
contract. They continued to oper¬ 
ate where they could trade freely 
even if, from time to time, they 
might take deliver of a brand of 
metal not quite up to their re- 
quiremnents. The contract must 
remain for the present, however, as 
the official quotations are used in 
some long-term contracts. 

Forecasting Difficult 

. It is difficult to forecast the fu¬ 
ture of tin prices. It seems unlikely 
there will be a major uplift in the 
LT.C. price ranges and that U.S. 
stockpile sales will continue. Also 
unlikely is that the world economy 
win not experience a sudden recov¬ 
ery and that there win be surplus 
production as the present pnees 
appear to be too high 

Against this, considering the size 
of the market and the relatively 
small number of producing coun¬ 
tries and the uni m portance of sec¬ 
ondary production, an attempt to 
maintain prices at an artincally 
high level could succeed until 
world trade recovers. 


Technology 

InMaiket 


(Continued from Page 8S) 

moving averages and spreads 
showing the relationship between 
one futures contract ana another. 
Because of the inherent volatile 
movement of commodity prices, 
today's chartist requires the capa¬ 
bility of the computer to main min 
the pace necessary in these active 
markets. The time-consuming 
method of preparing charts manu¬ 
ally is being replaced by the com¬ 
puter. 

Easier to Use 

Computer technology has made 
it affordable for anyone to pur¬ 
chase small micro-based systems 
such as the Apple or Tandy’s TRS- 
80 aimed at the home computer 
market High-level languages and 
easier-to-use software packages are 
filtering their way into research de¬ 
partments for the purpose of ana¬ 
lyzing market trends. The competi¬ 
tion in this market is playing a sig¬ 
nificant role as traders and re- 


With small 
computers, traders 
can now create their 
own commodity 
models ... 

searchers can now create their own 
commodity models or prove exist¬ 
ing theories such as the Elliot wave 
principle or Fibonacci series of 
analysis, two technical trading 
techniques. The newest entry into 
the personal computer field was re¬ 
cently anounced by IBM. The fol¬ 
lowing week, Apple, which pres¬ 
ently dominates the market, re¬ 
sponded by taking a full-page ad¬ 
vertisement in The Wan Street 
Journal: “Welcome, IBM, Serious¬ 
ly” 
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Hopes for Copper Improvement 



Special lo the IHT 

S INCE late 1974, (he price’of 
COpper has lanflnfchud in 
world markets. Successive econom¬ 
ic recessions of varying severity 
have combined with persistent 
over-supply conditions to inhibit 
the price rises that have constantly 
seemed just around the comer. To 
borrow a phrase from current Brit- 


world price of copper have been 
dominated by exchange and inter¬ 
est rate factors. High interest rates 
in particular have been responsible 
for successive rounds of destock¬ 
ing by end users, stockists and in¬ 
termediate fabricators. 

The present position, as we look 
forward to 1982, is that prices are 
still bumping along the bottom 


ish political jargon, it is proving to and visible stocks in Comex and 
b^Bvery long corner." LME warehouses have remained 

There have been brief periods relatively static. Meanwhile, the 


LME warehouses have remained 

- r - relatively static. Meanwhile, the 

over the last seven years when stock position among fabricators, 
pnees.seemed to be moving into except certain primary fabricators, 
new high ground, notably in 1976 has been whittled down to ex- 
and more recently in late 1979 and 
early 1980. ^^== "‘ ' 

In 1976, it was continuing slow A pains t a harlcprrnnnd 
economic conditions and the very 
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Chart shows trend of December Comex gold over life of con¬ 
tract Support ana resistance lines are generated directly from 
Videcom keyboard by user. Chart was made in 30 seconds. 


As more technically oriented 
firms continue to capitalize on the 

growth of the commodity markets, 
a saturation point will soon be 
reached. However, one argument is 
that, while all the attention is given 
to commodities, it will attract 
morepeople into commodity trad¬ 
ing. From a market liquidity point 
of view, tins would be a healthy 
and welcome factor. 

Cross-Poffinatkw 

As it is one of the functions of 
commodity exchanges to introduce 
new contracts, and as new ex¬ 
changes are being created — for 
example, the London International 
Financial Fntures Exchange 


~ . 1 high visible stocks of metal in Lon- 

'r Comex gold over life of con- don Metal Exchange and Comex 
aes are generated directly from wnehouscs that frustrated the rise. 

« Wses* 'Mrs 

powerful speculative forces not, as 
all markets, the ability to display U* turned out, backed by any real 
graphically any price movement, improvement in consumer de- 
the capability of isolating the ter- 

ntinal to take prices and run them Interest Rates 

through any model one chooses, to _ , 

update one’s portfolio, the capabfl- ““t tone, viable world 

ity for order entry, news analysis stocks had decreased substantially 
and back office accounting funo- ““ oullook in supply-demand 
dons. Equally important is the seemed considerably 

need for efficient communications brighter. But, the much-awaited 
to deliver these vital functions. Fi- economic recovery failed to devel- 
namrial firms are already fcwping op and was eventually dealt a body 
an eye open toward the develop- P low b Y 1116 savage rises in U.S. 


ment of Earth satellite stations, to 
handle their Own eo mrpun ten Hon 
requirements. 

The result of ah'this available 
technology win provide -the trader 
with more efficient tools to fore¬ 
cast future price movements quick- 
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need for cmss-TXiUmation of mfnr- __:_^_,_ J , - - 


need for cross-poUination of infor¬ 
mation made readily accessible to 
the commodity professional. 

Firms participating in providing 
essential information wiD recog¬ 
nize this fact for survival purposes. 
For the dream machine in the not- 
too-distant future will contain 
multiple functions for receiving 
op-to-the minute prices covering 
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Sr***" Sugar Market: EEC Nations’ Hole Grows 


By Christopher Carter 

A LTHOUGH about 90 million 
tons of sugar are grown and 
consumed in the world, only about 
20 million tons are traded in the 
world market at world market 
prices. 


accelerated its cycle, which now 
appears to be about five years. 

It is the short-term behavior of 
supply, caused by the vagaries of 
weather, thai is the great handicap 
for accurate price forecasting. Al¬ 
though in cane countries, weather 


Seeking Confidence ff“M2S 

KSULUAU&X. tWC? the total world picture canexen Sowing cycle not to create major 

very high leverage on the behavior variations in yields, in toe beet sec- 


Sptxial to the IHT - 

O F ALL the markets of the 
London Metal Exchange, the 
lead market is probably the most 
representative. Together with cop¬ 
per, there is no producer price quo¬ 
tation, and a volume of secondary 
material in die form of residues 
and scrap that is refined and 
against which appreciable hedging 
lakes place. In 1980, lead mine 
production totaled some 2% mil¬ 
lion metric ions of lead in concen¬ 
trates while metaT production 
reached 4 million ions. 

In 1980, metal production and 
consumption were affected by the 
world recession, especially in the 
industrialized nations, world pro¬ 
duction falling by 4 percent while 
world consumption fdl 6 percent, 
resulting in a slight surplus for the 
year ana reflected in the average 
price on the LME being £391 per 
metric ton against £568 per ton in 
1979. The averages in the United 
States were 42.5 oeats per pound 
against 52.6 cents per pound. 

The current year is expected to 
show little change in production 
and consumption, the continuing 
slight surplus bring reflected in 
slightly lower average prices to 
date: about £388 per ton in Lon¬ 
don and 37 J cents per pound in 
the United States. 

TwtlnDueBces 

There are two major influences 
on the lead market which act in 
opposite directions. On the pro¬ 
duction side there are the environ¬ 
mentalists who claim that lead pol¬ 
lution created by smelters U unac¬ 
ceptable and causing the closure of 
some plants. This can be modified 
only at an unacceptable cost per 
ton in relation to today's prices, 
thus reducing production. 

On the other side are the anti- . 
pollution!sts. who say the emission , 
of lead in exhaust fumes, the use of 
lead in paint and in pipes and 
tubes is a health hazard. This also 
tends to reduce consumption. If 
prices increase to allow smelting 
with acceptable antipdllution de¬ 
vices incorporated in the plant, 
then consumption will decrease 
and the price increase win become 
unsustainable. Perhaps because 
regulations are not so strict in de¬ 
veloping countries, their share of 
world consumption has risen 
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steadily over the last decade from 
8.5 percent in 1970 to 10.6 percent 
in 1980. 

Forecasts in 1981, made at the 
■Lead Zinc Study Group meeting, 
indicate an increase in production 
but doubt whether there will be 
any corresponding increase in era- 
sumption, which indicates lower 
prices. It must be remembered, 
however, that stocks are low and 
anv return of world confidence 
will alter the picture dramatically 
by increased demand and restock¬ 
ing by fabrications. 


of the price of free-market sugar. 

This has been particularly the 
case in the last 18 months: The 
price of sugar in October, 1979, 
was 11 cents. In October, 1980. it 
was 45 cents, and the price this Oc¬ 
tober is back to 12 cents. 

The Great Handicap 

The long-term trends or supply 
and demand are comparatively 
easy to forecast. Since World War 
II, the sequence of surplus to defi¬ 
cit to surplus again has gradually 


tor, huge variations in yields can 
be seen from one year to another 
should rain or sun come at the 
wrong time instead of the right 
time during the much shorter five- 
month growing cycle. 

Of particular interest to the free 
market is the outlook for the EEC, 
for not only has the EEC become a 
source of between 23 percent and 
30 percent erf free-market sugar 
supplies, but the concentration of 
the crop is in a sufficiently small 
area — about IS million tons of 
beet sugar are grown in a 500-mile 


radius of Brussels — to malra ns 
progress dependent on relatively 
few weather systems. Yields in the 
EEC during the last seven years 
have ranged from 5.0 tons per hec¬ 
tare in 1975 to an expected 7.25 
tons in 1981-82, and a change to 
only average yields would reduce 
supplies-by 2 or 3 million tons. 

The sugar trade does not like the 
violent movements that are seen 
during the periods of scarcity. It is 
reconciled, however, to the fact 
that the trade is within a residual 
market and that small and even 
unnoticed changes in crops can 
trigger remarkable responses in 
price behavior. This market has 
become highly dependent on excel¬ 
lent yields in the EEC and it is 
only a matter of time before a drop 
in yields will occur, and the free 
market wiD be in scarcity again. 

Christopher Carter is a director 
of ELD. & F. Man, London. i 
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Thou shalt not trade against the trend. 


In the commodity futures mar¬ 
kets, there are certain basic com¬ 
mandments you should foflow. One is 
never trade against the trend. You will 
always hear stories about traders 
who successfufly buck trends, but for 
every winner there are literally hun¬ 
dreds of losers. Wrth a TAPMAN 
managed commodity account, you . 
trade with the trend. 

Af TAPMAN we use a disci¬ 
plined trading plan featuring our pro¬ 
prietary conputerizedsysta that 
automatically generates buy and sell 
signals. This trading system helps us 
identify changes in trends under vary¬ 
ing market conditions so we can 
always take the best possible position 


Take a look at Futures Indus¬ 
try's August 1981 “Managed 
Account Reports." This independent 
service showed performance for 
TAPMAN individual managed 
accounts at +140.7% for the period 
January 1 -June 30,1981. Of course, 
the risks involved cannot be overem¬ 
phasized but, as you can see, neither 
can the potential rewards. 

TAPMAN, a subsidiary of 
Balfour, Maclaine International Ltd., 
accepts individual accounts starting 
at $100,000 and sometimes offers 
pooled accounts for as tittle as 
$ 10 , 000 . 

Find out more about how 
TAPMAN can make the most of your 


risk capita] by mailing this coupon 
today. Better yet, call Royall Frazier or 
Ian Somerville at (800) 223-6675 or 
in New York at (212) 269-1041. 

Telex BMI667173 UW. 

11 would like to know more 
l about a TAPMAN managed 
■ commodiiy account. 

J name_ 

| TITLE- 

| FIRM__ 

* TELEPHONE_ 

J ADDRESS___ 

| CITY_STATE_ZIP_ 

I TAPMAN, Wall Street Plaza, 

* New York, New York, 10005 


forydu. 

lbkii3ga(^k^ukted^){xt>aditoar^ybuiaDes$. 

^TAPMAN 

Trend Analysis and Portfbfo Management, Inc., VSfel Street Plaza, New York, New York, 10005 


interest razes that occurred in the 
early part of 1980 as the U.S. gov¬ 
ernment sought to grapple with ex¬ 
cessive government spending and 
growing inflation. 

Since that tune, it would be fair 
to say that the fortunes of the 


of low stocks and low 
prices, world refined 
production has been 
slowly but steadily 
increasing. 

tremely low levels. This may be es¬ 
pecially true of stock levels at dis¬ 
tributors in the electrical and 
plumbing trades. 

A gains t this background of low 
stocks and low prices, world re¬ 
fined production has been slowly 
but steadily increasing. On the 
other hand, consumption has been 
increasing at a marginally higher 
rate, no doubt encouraged by the 
years of low prices and the greater 
confidence erf industrial users to 
engineer copper into their prod- 


projections, become quickly famil¬ 
iar with markets where he may not 
have traded, calculate relation¬ 
ships between one or more mar¬ 
kets to determine the best opportu¬ 
nity. reduce risk-to-rewara ratios 
and increase profits. 

Ron Blonder is managing director 
of ADP Comtrend, Ltd. 


Filling a Need 


(Continued from Page 75) 

July to cancel out its previous sell- 
ingpositions. 

Thus if the physical market 
price has fallen to $300 per metric 
ton. a corresponding gain can be 
expected to be made in the futures 
market to offset the fall in the val¬ 
ue of the product and the desired 


started to trade in four figures dai¬ 
ly — and it was originally antici¬ 
pated that it would be Christmas 
before IPE could expect a daily av¬ 
erage volume of 300 lots. However, 
volume has exceeded all expecta¬ 
tions. Apart from a seasonal low in 
August and September, the market 
quickly established a daily average 


price perceived in January can be 9 ??J?l and 

achieved This operation k known ‘ OTd wcek of <>**«; ® ^ ^ 
as a short hedg&the first transac- w “f? JL 2 -?K l 5£j B 
don involved milling futures. the lOOJJOOrantract 

Another example might be a mark was passed and m toe fim 
gas-oil distributor whowould like ** months contacts for 10.2 mfl- 
to increase stocks of gas oil prior ho® . tons W ^ E tra 4 ed - 
to the winter season and enter into Given this encouraging start, 
a long hedge. In April he finds consideration is bemg given to the 
there is an attractive price for Oc- introduction of new contracts, 
tober pgs oil and purchases fntures The 11 ® is still c on s id erable work to 
contracts at this price equivalent to ^ 111 es t a blishing acceptable 

this estimated shortfall At toe end specifications and methods of de- 
of September he buys physical gas ? ver ^ out toe new contracts to be 
ofl and seDs out his futures can- introduced would be for a Hght 
tracts. The profit or loss from the ®T gaso^e and heavy 

futures transaction, when set fuejofl. This probably will not be 
against his physical transactions, a y cax but ava ilabil ity of 

enables the distributor to achieve ““se ziew contracts with gas oil 
his October purchase at the price the opportunity to 

level available in April. hed ^ «*ts. 

All futures markets lake time to 
develop volume — the hinting oil 
market in New York took more 
than two years before it regularly 


Peter Wildblood is secretory of the 
International Petroleum Exchange 
of London, Ltd. 


ucts. The price factor here has 
been a vital influence. There have 
been constant losses in certain 
outlets to other competitive mate¬ 
rials and developments or the 
prospect of them. But copper 
seems to be holding its own 
against other materials. 

What They Conceal 

World metal statistics, to repeat 
the odd gag, are like toe bikini — 
what they conceal is more import¬ 
ant than what they reveaL Ana one 
important factor is often over¬ 
looked: In many of the smaller, in¬ 
dustrially immature countries 
where statistics may be particular¬ 
ly hard to obtain, copper con¬ 
sumption has beat increasing 
muck more rapidly than in toe 
heavily industrialized nations. This 
is particularly true of toe Middle 
East and those countries surround¬ 
ing the so-called Pacific Basin. 

If we look at toe progress of pro¬ 
duction this year, the statistics are 
not yet registering toe losses that 
have occurred in Chile. Pern, Zam¬ 
bia and Poland through strikes and 
other factors. These losses, while 
not individually significant, may 
be collectively important if, 
discounting for a moment visible 
world stocks, the overall supply- 
demand picture appears to be in 
balance. In toe same context, toe 
gains in consumption In so many 
of the less-developed countries 
may be individually insignificant 
but collectively important 

Interest Rates 

Prognostications about the de¬ 
velopment of the world economy 
in 1982 are almost as varied as toe 
number of commentators. But,, if 
we look at copper individually, a it 
seems acutely well-posed to reap 
the benefit of even a marg inal re¬ 
covery. 

Interest rates worldwide are dis¬ 
tressingly high, especially in the 
United States ana toe United 
Kingdom. But toe prospects of a 
decline in UB. interest rates by the 
early part of 1982 is a distinct pos¬ 
sibility. Such a fall in interest rates 
could well be toe signal required 
for consumers to restock cautious¬ 
ly. especially materials such as 
copper, where real visible stocks 
are now relatively meager. 

If such restocking does take 
place, then LME and Comex 
stocks could rapidly disappear. 
With the reduction of toe stocks, 
toe contango, which has dominat¬ 
ed the copper market for the last 
seven years, would also be elimi¬ 
nated and a backwardation should 
emerge. Even before tins happens, 
speculative activity would « gim be 
stimulated and toe copper price 
would at last be on toe move. 

Of far greater importance than 
the speculative activity would be 
the tremendously powerful influ¬ 
ence of trade buying that would be 
unleashed, in the course of toe res¬ 
tructuring of the market from con¬ 
tango to backwardation. It is from 
this development especially that 
the real impetus to price rises will 
come. Next year may weD be toe 
year in which it happens. 


Within 3 years 

THE PRICE OF COPPER 
WILL BE £2,000 
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,ur business at Tillotson Commodities is 


managing our clients’ investments in the 
international commodity and currency markets, and 
as such we are required to form a dispassionate view 
on future commodity price trends. Over the past few 

"is, we have been looking 
arefully at copper, the 
vether of industrial 
nomic activity. 

Our analyst is as bullish 
: copper as he was bearish 
>f gold, and has just 
completed a report, the 
conclusion of which is 
that the price will more 
than double within the 
hree years. 

,-interested in copper, this 

in-depth analysis of the market, essential to us, could 
be invaluable to you. 

Complete the form below or telephone Nigel 
Rawlence on 01-235 8882 for a copy of our latest 
report “Big Red—Copper in the 80’s” 



|~~To= TiBotsoa Commodities 

I Midland House. 

SJubfeScT 

j London SW3 3TF. 

Please send me a copy of your report, 
“Big Rad-Copper in the 80 ‘s." 


Specialists in Commodity Investment. 
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Address. 
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MONEY MANAGERS AND 
PROFESSIONAL INVESTORS 

Elton Offers Instant 
World-Wide Trading 
In Financial Futures 


Now Elton Investments has immediate voice line service to 
exchanges in Chicago and throughout the U.S. to provide 
instant executions. In addition, a direct computer link from 
your offices gives you complete accounting control. 

Even more importantly, we offer outstanding expertise in 
financial futures with emphasis on U.S. Treasury Bonds and 
Bills, Certificates of Deposit, Currencies and Gold. 


Clearing of all transactions is handled through REFCO, 
Inc., Chicago, one of the world’s leading commodity special¬ 
ist firms. Founded in 1969, REFCO, Inc. has total assets in 
excess of $125,000,000 with 1981 customer profits including 
open trade equity of $223,000,000. 


As European agents for REFCO, we act only for the profes¬ 
sional investor in the strictest confidence. 


For more information telephone Zurich 01/311 60 80. 


ELTON INVESTMENTS AG 

Chmstrasse 14 
CH-8050 Zurich, Switzerland 
Telex 822 012 ELT CH 
Agents for REFCO, Inc. 


Uncertainty Clouding 
World Grain Markets 


By Terence C Bird 

S EVERAL months of bearish 
statistics have resulted in the 
world’s major grain, oilseed and 
oilseed products experiencing a 
steady decline in prices, as reflect¬ 
ed by the Chicago Board of Trade 
futures markets. In Western Eu¬ 
rope, however, the appreciation of 
the dollar against moat European 
currencies (especially the Deutsche 
mark and the Dutch guilder) has 
kept price levels of imported dollar 
commodities relatively, steady de¬ 
spite, the fall in actual U.S. com¬ 
modity prices. 

On a deflated basis, prices (in 
dollar terms) are at relatively low 
levels, yet the fundamentals re¬ 
main bearish. Recently, the U.S. 
Department of Agriculture re¬ 
leased crop production projections 
for this year, as shown m the table 
at right. 

The sign finance of this report is 
the large increases projected for 
the com and soybean crops over 
the September estimates. The mar¬ 
ket had in general been expecting a 
slight decline in the soybean pro¬ 
jection and an increase in that for 
com to somewhat more than the 8- 
biflion-bushel leveL A virtually un¬ 
changed all wheat figure had gen¬ 
erally been anticipated. 

A comparison of this year's 
crops to the levels achieved in 1980 
can distort the overall picture to 
some extent because the 1980 
crops were damaged by severe 
drought conditions. Ibis year’s 
production levels, however, are at, 
or near, records, and the latest re¬ 
port could exert further pressure 
on Chicago Board ci Trade price 
levels. 

Harvesting 

It is also significant that the 
wheat crop is already harvested 
but at this time the U.S. com and 
soybean harvest is moving into full 
swing and an increase u farmer 
marketings is likely at least to 
place a lid on any upward move in 
prices. 

As for com. a study of the crop 
years beginning with 1961-1962 
shows successive increases from 
the July to October estimates 35 
percent of the time (seven years). 
Of those years, the average change 
from the September to October es¬ 
timates had been an increase of 46 


milli on bushels, with a maximum 
of 122 million and a minim um of 7 
million. 

The increase this year has been 
141 million (exceeding the previ¬ 
ous maximum), it has further been 
observed that the October estimate 
was lower six of the seven times 
than the final number by an aver¬ 
age of a significant 259 million 
bushels, with a maximum of 549 
million bushels and a minimum of 
10 miTlinn This is mentioned to 
suggest that, given no unusual har¬ 
vest difficulties, the possibility of a 
crop of at least 8 J billion bushels 
should not be ruled out 

It should also be kept in mmd 
that frost episodes on Oct. 2 and 3 
in parts erf southern Minnesota, 
northern Iowa, western Wisconsin 
and northerly areas of Indiana and 
Ohio in all probability did mini¬ 
mal damage. The frosts had given 
a supportive influence ahead of the 
October crop report, bat as dam¬ 
age, is generally expected only to 
result in a slight loss in yield and 
the use of some com for silage in¬ 
stead of grain, it would appear to 
be too optimistic to expect a re¬ 
duction m the crop production 
level for com. Because soybeans 
grow nearer ground level, it could 
conceivably be expected that a re¬ 
duction in the current projection 
for soybeans will be made. 

Negative Conclusion 

Because of these factors, one can 
hardly draw anything but a nega¬ 
tive conclusion as to the price out¬ 
look for the com market and, to a 
lesser extent, the soybean market. 
The supply side is, however, only a 
part of the overall situation and a 
number of other considerations 
must be taken into account 

Tbe main question in the market 
now is whether several months of 
continuous price declines have ef¬ 
fectively discounted the bearish 
fundamentals or whether the mar¬ 
ket has yet to witness a “selling cli¬ 
max.” That tbe f »mdammtw!s are 
bearish has not gone unrecognized, 
and the October crop report will 
dispel any lingering doubts about 
the adequacy of new crop supplies, 
erasing a year-old underlying bull¬ 
ish market factor. 

One of the major market nega¬ 
tives during the last months has 
been the high UJS. interest rates 
and their subsequent supportive 



influence on the U-S- dollar. This 
has resulted in increased carrying 
costs and continues to put a down¬ 
ward bias on the market, as the 
high b uilt- in premiums reflected in 
the deferred contracts erode when 
those contracts approach expira¬ 
tion. 

Dedming Rates 

The bearish complexion of the 
fundamentals has caused succeed¬ 
ing contracts to expire at consecu¬ 
tively lower price levels. This is the 
area that would appear to hold the 
key to future price movements for 
the grain and soybean-complex 
markets. 

A declining U.S. interest rate 
and subsequent decline in the vat. 
ue erf the dollar could lead to an 


devastating effect on the Chicago 
Board of Trade xnaitasts, in that 
high carrying costs have discour¬ 
aged inventory holding..The ap¬ 
preciation in the dollar has dis- 

^whlbte^S^t^^^pipeline 
supplies has made 1 reported usage 
figures appear even lower than ac¬ 
tual levels, probably were. In view 
of this, it can reasonably be as¬ 
sumed that inventories are at a 
very low level. The seasonal tend¬ 
ency is for demand to increase in 
-the autumn, -especially for animal 
feedstuffs for the winter months. A 
further seasonal tendency is for 
lows to be established at harvest 
which encourages commer¬ 
cial users to take coverage. 

It would therefore appear pin- 


USDA Crop Production Projections 

(Rgunm ki titoomdb of babels) 

Conditions os of Condi Hons as of 
Oct. 1,1981 Sept. 1,1981 Rad 1980 Crop 


Soybean* 2,106,568 
All Wheat 2,749,785 


8,081/41 


explosive return from the demand 
■wia The U.S. prime rate has fallen 
recently from its high of 21 5 per¬ 
cent. 

US. money supply growth is 
within its targeted range and inter¬ 
est rates do appear set to move 
lower. Further declines in rates 
would be expected to take a some¬ 
what slow process doe to large 
Treasury borrowing requirements 
during tbe fourth quarter together 
with an upturn, in seasonal loan de¬ 
mand from the corporate sector. A 
deteriorating balance of payments 
for tbe United States because of 
the high level of the dollar will 
probably also lead to a further 
weakening of the dollar against 
major international currencies 
toward the end of 1981 and in 
1982. 

High interest rates have had a 


2,089,418 
2750,115 
7.9 40/21 


1,792,062 

2769/66 

6/47/34 


dent to start looking more toward 
the demand sector, as the October 
crop report would seem to have 
given a final push on the negative 
side of the picture. Early and 
somewhat reliable indicators of de¬ 
mand for corn and soybeans for 
the entire year will become evident 
by January, 1982 — at that time 
available stocks will indicate to 
what extent feeding has increased, 
along with cumulative weekly ex¬ 
port progress. Wheat usage already 
indicates a substantia] increase 
over last year's levels. Exports are 
running at a very good pace, and it 
is highly probable that total usage 
wQl more than equal production 
and ending stocks win actually de¬ 
crease in both bushels and as a ra¬ 
tio of stocks to usage. 

The Soviet Union faces its third 


consecutive crop failure due- to' 
drought stress, and its imports will 
continue at a very high level, 
through 1982. Actual Soviet im-. 
port capacity remains question¬ 
able, but it would appear conceiv¬ 
able that the nation is in a position 
to import at a very high level, espe¬ 
cially from the United States. 

China has indicated that it will 1 
continue to purchase “if the price 
is right” European demand could 
experience a sizable recovery if the 
exchange rates move in .the right 
direction. The Indian peanut crop 
is expected to show a decline 
against last year (India is an edi- 
ble-odl-ddirit country, and its 
peanut crop is the fourth-largest 
oilseed crop in the world). Soviet 
vegetable oil production has fallen. 

steadily during the last several 

years and both of these countries 
are expected to continue importing 
at high levels. 

These are just a few examples on 
the demand side, and memories 
from tbe past decade indicate how 
quickly a surplus stocks situation 
can turn into a deficit and how de¬ 
pendent world supplies are on the 
vagaries of weather. 

After painting an initially bear¬ 
ish picture on the price outlook for 
tbe mqjor grains and oilseed com¬ 
plex, one must insert a note-of cau¬ 
tion as to the possible downside 
potential for the Chicago futures 
market. 

After the .October crop report 
and the harvest pressure up to at 
least late October, timing would 
appear right for final sefl-off in the 
current bear market. 

However, the anticipatory na¬ 
ture of the futures markets sug¬ 
gests that die time would be better- 
used to start tbe scale-down buy¬ 
ing back of speculative short posi¬ 
tions. Foe. commercial users, a 
scale-down program of inventory 
accumulation would also appear to 
be attractive on any further weak¬ 
ness in Board of Trade prices. 
Great attention should also contin¬ 
ue to be paid to movements in U.S. 
currency and interest rates. 

Terence C Bird is a grain special - 
ist at EF. Hutton & Co* Ltd. 


Coffee Outlook Seen as Bullish After International Pact 




By JA. Patterson 

A FTER extended negotiations, 
the delegates to the Interna¬ 
tional Coffee Organization meet¬ 
ing in London arrived at a com¬ 
promise agreement on Sept. 25 for 
the October, 1981-September, 1982 
coffee year — “compromise" be¬ 
cause it is impossible to make ev¬ 
eryone happy about the overall 
quota, individual quotas or the 
price brackets around which in- 
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creases and cuts in quotas are im¬ 
plemented. 

Since the disastrous frost in Bra¬ 
zil on July 20, which wiped out 
about 14 million bags from a total 
world exportable production of 73 
millicra bags, it has been almost a 
unanimous opinion in the trade 
that the ICO would continue, at 
least for another year. This view 
was justified by tbe amount of 
good will evident among official 
coffee delegations during the re¬ 
deem talks. 

The problems involved were 
highlighted, however, when it took 
nearly a week longer than the 
scheduled two weeks to reach 
agreement. 

The bones of the agreement are 
for a basic global quota to member 
consumers of 56 nriLbon bags, de¬ 
pending on price. It was agreed 
that only 13 million bags would be 
sold in the first quarter unless pric¬ 
es reached 115 cents a pound, at 
which level an additional 1 mini on 
bags would be brought forward 
from the balance of the al¬ 
location. It was further agreed that 
from Dec. 1, unless prices rise to 
120 cents a pound, there should be 
two 1-million-bag cuts, followed 
by two 1-milli on-bag cuts at 115 


cents a pound, with similar in¬ 
creases in quota if prices reached 
the 140- and 145-cent levels. By 
this method, the ICO hopes to 
keep the supply side of the market 
on a tight rein to ensure the best 
capital returns for producer mem¬ 
bers. 

There are a number of futures 
markets thoughout the world deal¬ 
ing in coffee, hut the two principal 
ones are in - London and New 
York. Both these markets are in 
ICO member countries and deal 
only in ICO quota coffee. 

The London and New York 
markets are somewhat different 
aniimU and, although the general 
trend in prices is reflected on both 
markets, there is modi room for 
individual movement, mainly due 
to two factors: currency, with Lon¬ 
don quoting in sterling per metric 
ton and the United States in U.S. 
cents per pound; and quality basis, 
which in London is Robusu coffee 
of mainly African and Indonesian 
origin, while in New York it is a 
washed Arabica contract covering 
mainly Central American mild cof¬ 
fee. 

These differences, of course, 
give rise to opportunities for arbi- 
t raging between the two markets. 


But this can be a costly exercise, as 
can be seen from the present dif¬ 
ferential of nearly 40 cents per 
pound against the historic 10 to 20 
cents per pound. 

On Ihe supply side, there would 

S pear to be sufficient coffee in 
s world to meet ICO inqjorting 
member demand for the coming 
year at least, with worldwide ex¬ 
portable production in 1981-1982 
at about 73 million bags and de¬ 
mand at about 62 nuflion bags. 

Deficit Forecast * 

For 1982-1983, one can expect a 
small deficit, with the ever-present 
possibility of. another Brazilian 
frost in 1982, which makes life par¬ 
ticularly arduous for the poor 
“coffee man” who has to live 
through three to four months a 
year during which an hour of low 
temperatures in Brazil can wipe 
out up to 25 percent of total world 
production and put the market 
into tunnafl. 

Such disasters apart, the ICO 
quota in 1981-1982 of 56 million 
bags would, on tbe face of it, seem 
to be sufficient, especially with tbe 
provisions to reduce or increase 
quotas by up to 4 million bags, de¬ 
pending on market conditions. 


What do these two 
top performing 
commodity funds have 
in common? 







Should you speculate 
in commodities? 


ContiCommodity 


Please send to ContiCommodity at the address nearest you. 

Europe House Amsieldqk 166 Dufourstrasse 35 

World trade Centre Rhwrstaete/8th Floor 8000 Zurich. 

London. El 9AA, 1079IH Amsterdam, Switzerland 

England Netherlands 

Send me your booklet,“In the first pi3ce. should you speculate?" 



Phone (optional): 


The table above shows the Funds 
appearing at the top of the September 
1981 issue of Money Management 
magazine's Offsh&re Fund one-year 
performance league. 

And the linic between the top 
performing Normandy Metal Trust and 
Commodity Futures Fund is really quite 
simple. Both are advised by Inter Com¬ 
modities Limited, a leading firm of City 
commodity brokers. 

Anyone, whether private investor 
or professional dealer, who trades in the 
fast-moving commodity markets knows 
that consistent success is not easy to 
come by. 

Inter Commodities uses extensively 
both technical analysis — including 
computer programs and chart work 
- as well as their own fundamental re- 




search on individual commodities when 
advising clients such as the Normandy 
Metal Trust and the Commodity 
Futures Fund. 

Whatever your interest in the 
Commodity markets may be. whether 
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(Within two or three days of the 
date of the ICO agreement, prices 
moved up from about 105 cents to 
115 cents a pound, which should 
allow the release of a further l mil¬ 
lion bags from the 1981 annual al¬ 
location, ensuring an adequate 
supply for the October-December, 
1981, quarter.) 

In the medium term, however, 
mice levels could gradually work 
higher, reaching a peak during 
June-July, 1982. There are several 
reasons for predicting this: 

• Prices are at the lower end of 
. the ICO price brackets. 

• The damage caused by the 
Brazilian frost will only affect the 
1982 crop — the present crop had 
been harvested by July, 1981. His¬ 
torically, after a disastrous frost, 
the market immediately shoots up, 
followed by an almost equally rap¬ 
id downward reaction, then prices 
gradually move up as the tighten¬ 
ing supply position becomes more 
evident. 

• The 1980-1981 coffee year 
was started with large quantities of 
unsold stocks available in consum¬ 
ing countries, a legacy of the Pan¬ 
cafe debacle. Both futures markets 
had contango configurations 
(discounts in the near positions), 
which enabled the trade to cany 
the stacks at little or no cost and, 
in turn, allowed roasters to reduce 
inventories to an absolute mini - 
munL very welcome m a time of 
high interest rates. When tbe roa¬ 
ster rah short of coffee, something 
was always available from the spot 
stocks. The present situation is 
very different, with much less cof¬ 
fee available in consuming coun¬ 
tries. It is therefore probable that 
roasters will have to increase in¬ 
ventories by up to two weeks, 
which would equate to an in¬ 
creased demand of 2 milli on bags. 

• Fears of a B razilian frost dur¬ 
ing June-August, 1982. 

Against this general bullish sen¬ 
timent, there is always a case for 
caution, with the main worry being 
consumption, especially in Europe, 
which could experience an increase 
in retail prices due to the weakness 
of European currencies against the 
dollar. Ihe ICO base level of 120 
cents a pound was fine a year ago, 
but today it is a very different pic¬ 
ture when converted to Deutsche 
marks, francs and sterling. 

J-A. Patterson is chairman of 
Woadhmse Drake and Carey. Ltd. 
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I|,v BisiBg'Trend Is 


By EdWin Arnold 

I N MY OPINION, London gold 
prices wul show a gently to 
sharply rising trend during' the 
next six to 12 months. The mice 
has already stabilised with a floor 
probably orouad. the S425* to 
Mtf-an'Otmce. level basis spot, 
while the upside in the current 
market climate is probably no 
more than 5*70 to $480 an ounce. 

The gently , rising price scenario 
assumes thit the problem of recon¬ 
ciling UJS. fiscal and monetary 
policy is intractable and will keep 
resurfacing at regular intervals. So 
far the attractions of receiving a 
real return on money outweigh the 
lost opportunity cost of putting 
money into gold. But that could 
easily switch if sentiment begins to 
perceive U.S. inflation rates arc ac¬ 
celerating again and the attractive¬ 
ness of having heavy dollar hold¬ 
ings begins to diminish 
There are more modest signs 
that this is beginning to happen in 
the way the Deutsche mark, Swiss 
franc and yen arc enjoying more 
investment buying. Another sign 
that Washington does not intend 
to fight inflation to the death is the 
way interest rates are beginning to 
fall in the United States. 

Some of the recent comment on 
the size of the U.S. budget deficit 
borders on hysteria. One line of 
reasoning is that an increased 
budget deficit leads to higher inter¬ 
est rates, which in turn lead to a 
further increase in the budget defi¬ 
cit. reflecting the fall in govern¬ 
ment revenues and increased gov¬ 
ernment spending caused by the 
recessionary situation. The other 
argument is that higher interest 
rates to finance the deficit lead to 
increased weakness in the bond 
markets, which in turn means less 
funding and increased money sup¬ 
ply- 

Short-Term Rates 

A few weeks ago, all was doom 
and gloom. But now short-term 
U.S. rates are drifting lower and 
sentiment is improved, if still ner¬ 
vous in the bond markets. 

This optimism could vanish 
again quickly, however, in the face 
or increased federal or corporate 
borrowing. After all. the general 
Wall Street view is that the U.S. 
economy faces a grim choice be¬ 
tween a severe recession caused by 
high interest rates and severe infla¬ 
tion caused by the 1982 deficit. 

If the Americans were so un¬ 
lucky as to suffer the British expe¬ 
rience of both tight money and 
loose fiscal policy, they' could con- 


m Is Seen 
in London 

Gold traders will certainly have 
lots of opportunities in coming 
months to trade oa the latest feare 
ana worries concerning these fiscal 
ana monetary problems. This is 
not to say that I am expecting U.S. 
inflation rates to gallop ahead in 
JJc next six to 12 months. I do not 
Nor do l expect interest rates to 
reach near negative levels of return 
versus the underlying inflation 
rate. Ttury will have to stay rda- 

Reagan Policies 

However, at some points during 
1982 we could see the U.S. and in¬ 
ternational finan cial community 
becoming increasingly disenchant¬ 
ed with President Reagan and his 
economic policies. The gently ris¬ 
ing price trend for gold could be¬ 
gin to turn into a rather more 
sharply rising trend if confidence 
in the dollar's value and tbe presi¬ 
dent’s credibility began to wane. 

Gold is an alternative invest¬ 
ment and as such it is always com¬ 
peting with other investment me¬ 
dia. And it could be that it will be 
some time beyond the tinw hori¬ 
zon of this article when we will see 
the conditions of mounting infla- 
tiomucy expectation makff pri¬ 
vate and institutional investors de¬ 
cide to switch more Of their funds 
in gold bullion or into trading bul¬ 
lion and the related futures mar¬ 
kets. 

But the evidence to date certain¬ 
ly suggests that the gold price has 
discounted the possibility of higher 
interest rates and is beginning to 
move slightly ahead on the pros¬ 
pect of Tower interest rates. We 
have certainly seen a fair and 
steady amount of central batik 
buying of gold — mostly from the 
OPEC monetary agencies — cm 
the view that it is nice to have a 
diversification of assets. Indeed, 
central bank interest in the gold 
market has given it much more 
breadth and depth than ever be¬ 
fore. And investment buying in the 
form of heavy carat jewelry in the 
Middle East and Asia has shown 
an encouraging improvement In 
short it is diffic ult to see what can 
seriously smash the gold price. 

The bears will instantly answer 
“Massive Russian gold sales to 
finance their grain purchases.” Ac¬ 
cording to the U.S. Department of 
Agriculture, the Soviet Union is 
likely to import about 18 million 
metric tons of UJL grain in 1981- 
1981 

This argument is overstated. The 
Russians are very sophisticated op- 
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Kruger 

U.S. 


London 
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Seles as 

Auction 


Gold Price 

Output 

Sales 

K of Mine 

Sales 


Soz. 

(000 oz.) 

(OOO oz.) 

Output 

(000 oz) 

T974 

159 

24387 

3204 

13 

_ 

197S 

181 

22766 

4804 

21 

1264 

19761 

125 

22776 

3004 

13 

780 

1977 

147* 

22408 

3331 

15 

6030 

1978 

19314 

22667 

6012 

27 

9964 

1979 

006 

22613 

4941 

22 

1720B 

1980 

614% 

21669 

3143 

15 

2220 

1981 Est. 

480E 

21200E 

3800E 

18E 

0 

1980 IsiQir. 

831* 

5413 

419 

8 

1332 

2nd Qtr 

544 

5440 

719 

13 

444 

3rd Qtr 

64SJ4 

5518 

793 

14 

0 

4th Qtr 

627 

5279 

1212 

23 

0 

1991 Jan. 

557* 

1728 

2B4 

17 

0 

Feb. 

500* 

1725 

321 

19 

0 

Mar. 

499* 

17B1 

345 

19 

0 

Aw. 

496* 

1756 

123 

7 

0 

May 

480 

1744 

113 _ 

6 

0 

June 

461 

1799 

207 

12 

0 

July 

409* 

1788 

447 

25 

0 

Aug. 

410* 

1795 

408 

22 

0 

Sept. 

444* 

N.A. 

N.A. 

N.A. 

0 

1981 latQr. 

518 

5234 

950 

18 

0 

2nd Qtr 

479 

5299 

443 

8 
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erators in the bullion market both 
on the buy and sell side. The last 
thing they want to do is s mash it 
with heavy sales. Soviet sales 
agents recently did a tour of the 
Muddle East looking for direct 
sales outlets for their gold. Several 
monetary agencies reportedly ex¬ 
pressed interest in buying gold di¬ 
rectly from the Russians at a Lon¬ 
don related price. 

This is a sensible arrangement as 
the banks can buy bigger volumes 
of gold at lower average prices 
than would be the case if they tried 
to do it directly through the bul¬ 
lion market while the Russians can 
sell larger volumes of gold at better 
prices than if they used the bullion 
market. 

Equally, the bear argument that 
the Russians can only resort to 
massive gold sales overlooks their 
ability to raise money on the Euro¬ 
dollar market as and when condi¬ 
tions are right and also to coincide 
with payment dates. 


l payment < 
he sharply 
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the prospective gold futures mar¬ 
ket in London, if false starts, de¬ 
lays and lengthy debate are por- 
tent* of success, it should outstrip 
CVmcx and the IMM. After two 
years of deliberation, the London 
market was scheduled to open last 
September but the launch was 
postponed, without fixing a new 
date, due to revised decisions on 
membership, the suitability oT the 
premises and trading bouts. These 
nutters are now settled but tbe 
opening dale still has not been an¬ 
nounced. 

Ironically, controversy contin¬ 
ues to surround the one issue set¬ 
tled on in the proceedings. The or¬ 
ganizers elected for a contract of 
100 ounces. 995-fine gold, the 
same as Comex and the IMM, but 
they decided to quote the price in 
sterling rather than the universally 
accepted dollar price. The decision 
is very unpopular with most mar¬ 
ket traders who feel it will serious- 
Iv restrict the proposed market's 
development. 

Tbe fact that the board of the 
new company set up to administer 
the market is composed of mem¬ 
bers of the London Gold Market 


and the London Metal Exchange 
leads some traders to be more tren¬ 
chant. They see the sterling con¬ 
tract as an obvious attempt by the 
big London bullion bouses to pro¬ 
tect their do liar-quo ted physical 
market The charge is, of course, 
denied by the bullion houses. “It 
emanates from a few commission 
houses and one or two members of 
the LME." said Keith Smith, chief 
executive of Mocatta & Goldsmid. 

The arguments advanced by the 
organizers in support of its deci¬ 
sion are that gold futures markets 
ore active only if contracts are de¬ 
nominated in local currency. For 
from restricting the market they 


is entirely to do with the Middle 
East and how it may develop dur¬ 
ing the next six to 12 months. One 
hopes that the assasination of 
Egyptian President Anwar Sadat 
will not impede the chances for 
further tnlfcx between Egyptians 
and Israelis. It only takes a few; 
bouts of escalating tension to see 
much more activity in the gold i 
markets and a marked increased in 
actual physical offtake of gold 
both in the Middle East and for 
bolding in London, Frankfurt or 
Zurich. 

It is also worth pointing out that 

in Popularity 

say. the sterling contract will add a 
new dimen si on as traders use 
it to hedge movements in the doi- 
lar-sierling rate without recourse 
to the foreign exchange markets. 

"Not so.” counter the critics. 
While it is true that London fu¬ 
tures markets in other commodi¬ 
ties quote successfully in sterling, 
most are directly related to an un¬ 
derlying dollar price. In the case erf 1 
gold it is unavoidable and the ster¬ 
ling contract can only coarsen the 
price. They point to the success of 
London’s market in gas oil futures; 
when it opened last April, it opted 
for a dollar-denominated contract. 

Nor do the opponents of a ster¬ 
ling contract find much virtue in 
the rlf»m that currency hedging 
will expand the market. It should 
deter many private investors, par¬ 
ticularly abroad, from using it be¬ 
cause of the additional transaction 
across dollar-stcrling rates. 

Controversy apart, there is no 
doubt that the proposed market 
enjoys widespread support- When 
it opens, it will fill the gap between 
the markets in Sydney and Hong 
Kong and in the United Stales. 
Whethejjjfor not it win match the 
Comex and the IMM for popular 
appeal is questionable. 


TjC Coonta A Co. 

the rise of Moslem fundamental¬ 
ism is a disquieting experience for 
many Arabs. The Iranian revolu¬ 
tion in 1979 was based on a return 
to traditional religious values, and 
the shock waves from that revolu¬ 
tion created a near panic wave of 
gold buying from wealthy Arabs 
throughout the Middle EasL T.C. 
Coombs and Co.’s table of average 
prices shows this very clearly. It 
was not the only factor but it was 
certainly an important one. 

Their motivation was simple. 
They wanted to have a large part 
of their money outside their coun¬ 
try of residence. If need be, they 
could flee abroad to their equity 
and bond portfolios, cash balances 
and houses — and to their five or 
10 kilograms of gold held in Lon¬ 
don. 

It is not certain that this win 
happen during the next six to 12 
months, but the possibility has in¬ 
creased greatly mice the death of 
President SadaL 

Edwin Arnold is a metals special¬ 
ist at Merrill Lynch International, 
London. 
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affairs are sensibly conducted and that be gets 
the best from his broker. 

Futures markets mainly operate by “open 
outcry” trading across a “ring” where brokers 
mid merchants conduct business. In active 
times, the noise can be stupendous and only 
an experienced ear can detect the bids, offers 
and traded prices. When a deal is done, the 
two sides to the transaction, being members of 
the particular market, record their deal on a 
piece of paper (“slipping” the transaction) and 
pass it into the “clearing system.” The clearing 
system is usually operated by a clearinghouse, 
which is of fundamental importance to tbe 
smooth operation of a futures market. 

Clearinghouse Function 

In essence, the contracting brokets transfer 
the opposite half of their contract to the clear¬ 
inghouse, winch collects deposits and adverse 
margins from all member firms at least daily 
by marking open contracts to market prices. 
In turn, brokers seek deposits and margins 
from their investment and trade clients. Thus 
the investor who buys cocoa at £1,300 per ton 
and finds prices falling to £1.200 will need to 
put up £ldO per ton adverse margin against his 
open position. 

In UjS. markets, the margins are accounted 
for as a “pendulum" between participants 
with favorable and unfavorable margin r, cash 
settlements being made daily. In British mar¬ 
kets, somewhat different procedures apply, es¬ 
pecially in the case of the LME, where cash 
settlements are only made on the prompt date 
of the forward contracts. In US. futures mar¬ 
kets, the clearinghouse is usually owned by 
members of the markets, whereas in London 
the International Co mmo dities Clearing 
House Ltd-, being under independent owner¬ 
ship, acts as an independent guarantor of con¬ 
tractual fulfillment to its member firms. In the 
U.S. market, members tend to have unlimited 
liability for any deficiency of funds held by 
the clearing system arising from the default of 
another member. 

The high turnover in the main world com¬ 
modity markets is indicative of ease of dealing 
and capacity for liquidating contracts. An ex¬ 
tremely low spread between bid and offer pric¬ 
es is the nans. Commissions are rarely more 
than 0.5 percent round turn calculated on the 
gross amount of the contract Price changes 
and volume of trade statistics are instantly 
available to commodity traders from world¬ 
wide video systems such as Reuters. 

International commodity markets are arbi- 
traged from center to center as merchants buy 
and sell different futures month quotations in 
the course of manag in g their overall positions 


in much the same way as a stock-jobber trades 
shares. Consequently, fresh information reach¬ 
ing the market is quickly discounted into pric¬ 
es. In particular, futures and forward markets 
give continuous and sensitive indication of 
prices for delivery of material well into the 
future, reflecting the amalgamated, judgment 
of merchants, producers, consumers and inves¬ 
tors in many centers worldwide. Thus futures 
markets provide commercial traders with the 
means to fix prices for supply of raw materi¬ 
als. 

Option Contracts 

Apart from futures tr ading, the London 
markets have permitted commodity option 
contracts for many years. Unfortunately, the 
unage of commodity options has suffered 
. much from disreputable sales practices in the 
United States and Europe, particularly West 
Germany, where so-called London options 
have been marketed aggressively by specially 
organized sales forces. Often, the “option" has 
been a worthless piece of paper in no wav re¬ 
lated to any option contract traded across tbe 
floor of a London commodity exchange. 
Abuses such as these cannot readily be con¬ 
trolled by the market associations themselves 
so investors must ensure that they deal directly 
with a reputable broker who is preferably a 
member of the main market association. Other 
practices have included marking-up the price 
(premium) of an option by very huge percen¬ 
tages at the retail end rather than charging a 
normal brokerage commission. 

The option contract is in fact a useful ad¬ 
junct to the commodity trade. There are 
“call,” “pm” and “double” option contracts 
available in most British comm odity markets. 
The call/put option gives tbe taker (purchaser) 
respectively the right to buy/sell an agreed 
quantity and quahty of goods at an agreed 
price from the option granter (seller). A dou¬ 
ble option confers the right to either buy or 
sell and effectively comprises a call and a put 
option. 

Options have a rede in trade hedging, partic¬ 
ularly where quantities of supply have an ele¬ 
ment of uncertainty. For the smaller investor, 
they represent a special type of risk aversion in 
that the investor who purchases an option can¬ 
not be at risk for more than the option premi¬ 
um payable and futbermore he pays no depos¬ 
it upon futures contracts that are matched 
against his option. 

Brokerage services open to Lhe potential 
commodity, investor range from the large in¬ 
ternational U.S. brokerage organizations, who 


are members of almost all commodity and fi¬ 
nancial futures markets worldwide, to more 
specialized and small firms that provide good 
service in a restricted set of markets or con¬ 


tracts. Most smaller firms have reciprocal ar¬ 
rangements with the large brokerage bouses so 
that business may be contracted on behalf of 
their clients on worldwide markets. 

There is then a broad choice open to the 
investor and much depends on what he is 
trying to achieve. Does he want to be an active 
trader in many worldwide markets with sub¬ 
stantial sums at his disposal and a commit¬ 
ment to spending a lot of time keeping in¬ 
formed and making his own derisions? Or is 
he working with a small capital base that will 
permit participation in only a few markets at 
any one time? Does be want to have a broker 
manage his account on a discretionary basis? 
Perhaps he would be better to place money 
with an independent investment manager spe¬ 
cializing in commodity markets, and leave the 
derisions to him. 

Some genera] guidelines may be of assist¬ 
ance. First, there are few commodity contracts 

with a capital value of less than £10,000 
pounds or *20,000, which, at a 3-to-l waring 
level, implies an investment of one-third of 
these figures per contract. Diversification sug¬ 
gests that it is imprudent to commence trading- 
with less than £20.000 pounds or 540,000 un¬ 
less a very active, up-to-the-minuie strategy is 
envisaged — at which stage trading costs can 
rise sharply. 

Second. it is important to check that money' 
not used in deposits and margins is held 
securely and in a liquid form. If this is to be; 
held with the broker, then tbe investor should- 
make precautionary credit enquiries and ideal-, 
ly look for segregation of his money from the; 
general funds of the broker. He should also 
receive interest at a commercial rate on boa 
free cash balances. 

Active Trading 

Third, the investor should beware of man¬ 
aged programs that trade very actively, 
whether they be based on computerized trad¬ 
ing systems or run by a dealer in a broker’s 
office; such systems may be highly remunera¬ 
tive for the broker but stand limited chance of 
profit for the investor. 

Fourth, the investor should ensure that he 
receives adequate and timely documentation 
comprising contract notes for trades done, set¬ 
tlements For “dosed” positions, reports of 
open positions and a regular statement show¬ 
ing settlements, cash movements and any in¬ 
terest received or paid. 

Finally, it is sensible to ensure that deals are 
conducted with a broker who is a member of 
tbe relevant market association. 


D. Geoffrey Bean is a partner in Bean, Bower 
& Co. 


Announcing three 
even better ways to own 
The Gold Coins of Mexico. 






New, even 1 ounce, 1/2 ounce and 1/4 ounce coins. 


Drexel Burnham Lambert 


International Service 
to the Commodity Trade 


Chicago (312) 977-3000 Telex 254350 
London 638-2333 Telex 851-884845 
New York (212) 480-6000 Telex 141440 

Amsterdam 22.18.18 Telex 844-13513 
Brussels 512.38.10 Telex 846-21723 
Geneva 29.92.85 Telex 845-23395 
Hong Kong 26.51.63 Telex 780-65171 
Madrid 270-1805 Telex 831-45023 
Paris 723.61.97 Telex 842*641371 
Rio de Janeiro 252-6011 Telex 212-3846 
Sao Paulo 256*7233 Tfelex 391-32662 
Singapore 222-9881 Telex 786-23615 
Tokvo 212-3521 Telex 781-28290 


If you've been waiting for the perfect time to buy gold, 
this is the gold you’ve been waiting for The Gold Coins 
ofMexico in perfect, even-weight sizes. 

These are annually-dated coins, minted in unlim¬ 
ited quantities for people who want to own gold in 
convenient, ounce-related sizes. They're legal tender 
and also have a unique liquidity. For they're supported 
by the central bank ofMexico, Banco de Mexico, 
which guarantees full redemption at a price based on 
the current market value of gold 

And since they contain predsefyom, ft and V* 
troy ounces of pure gold, you can now invest precisely 
what you want to in gold Which means, if you cus¬ 
tomarily buy one-ounce coins, or keep your gold in 
even-weight lots, you now have a perfect opportunity 
to diversify your gold holdings with our 1 oz. coin. Or if 
youprefertoinvest Meby Me, you can choose from 
our smaller and more affordable ft oz. and ft oz. coins. 

Due to their even weights, its even easier foryou 
to determine their value by checking the gold ounce 


price in your daily newspaper 

And because they're part of the world's best-sell¬ 
ing series of gold bullion coins-over 75.000,000sold 
worldwide-and minted for Mexicris Federal Reserve 
Bank, Banco de Mexico, they enjoy a long tradition of 
international acceptability and liquidity. So you'll find 
them easy to trade whereveryou go. 

What's more, if you're looking for high liquidity 
and high gold content in a coin, you'll find them both in 
our 50-Peso gold piece. With more than L2 troy ozs. of 
pure gold and over 17,000,000purchased worldwide, 
it’s one of the worlds largest and most popular gold 
bullion coins. 

As with our 50-Peso gold piece, our 1 oz.. ft oz. 
and ft oz. coins are easy to buy and resell around the 
world or around the comer. So you needn't ever look 
far to find precisely what you want in gold. 

And you needn't wait Because The Gold Coins of 
Mexico are here-and everywhere-in precisely the 
sizes you've always wanted. 


Actual size 


THE 

i/v-" j GOLD COINS i; 
|py MEXICO- 


Tbe Gold Coins of Mexico axe available wherever gold bullion coins are sold. 

Write fora free brochure to: The Gold Coins of Mexico, P.O. Box 1812, New York, NX 10163 ULS.A. 
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Recent Accord, Price Decline Trouble Rubber Market 


• Pcter Grange It appears that, when Malaysia 

INTERNATIONAL commodity restructured export duties on rub- 
A agreements are rarely free from Chinese traders — 

poutical contention. The recently about 90 percent of 

activated International Kubbcc “® Malaysian trade — quickly 
Agreement u no excrotion. The s P otXed a loophole in the quality 
underlying prices in the agreed F® 81 ® 1 scheme. “They were marie- 



ral rubber 


. .the steep fall innatu- at f QSS causeway- 

ibber prices since the begin- wl ™ 11 *** re-marked as RSS1 
of 1981 has revived fears of ““ reexported," the London 
1 turmoil In Malaysia, the ma- ? ource said. The fact that mam'p i i- 
jor producer. 

Last January, the price of 

ier, RSSL 


nmg 

racial 


grade rubber, RSSL stood at 
cents a kilogram. By June it was 
down to 263 cents. Official state- 
reaus in Malaysia were not muted 
but so far they have been more no¬ 
table for their acerbity than their 
effect: The price in recent weeks 
has stayed in the range of 220 to 
230 cents a kilogram. 

TV,« W-l_sTl _ ■ 


lation of grades was widespread is 
supported by Malaysian statistics 
showing that exports of RSS1, as a 
proportion of total robber exports 
from Malaysia, is noticeably 
smaller this year ri»»n in 1980. 

The unilateral action taken by 
the Malaysian government to cor¬ 
rect what it perceived as artificially 
low prices confused the market 
stQ] further. Follo wing strong gov¬ 
ernment wa rning to Indonesia 


The Malaysian primary Indus- STS ? 

nes minister, Paul Leona, while “1. 


tries miubaer, Paul Leons, "yifle “ u lwa f na 800111 «* «»se- 
aUcwing that ecxmondc^mditiras nw porting the rob¬ 


ber price — interpreted by interna¬ 
tional traders as a reference to an 
Indonesian propensity for sailing 
under the umbrella of Malaysian 
price suport — Malaysian state- 
owned agencies incrwiMd purchas¬ 
es in an effort to maintain prices at 
was quoted as saving, “we accent 2^ a j ^°8 rarn - The measure 

speculation as much as there is a £2““ 

need to foster hedging and an ac- ^ al . le ? st for a while, at 250 


in the Western economies were 
largely responsible for the decline 
in paces, accused "certain exces¬ 
sive, speculative dements" of fur¬ 
ther depressing prices to artificial¬ 
ly low levels. 

“Within limits," the 


minister 


aye rubber market. But when spec¬ 
ulation becomes excessive «nH 
rears its ugly head to threaten anH 
line the 


undermine the viability of continu¬ 
ing robber production, then there 
is a need to counteract such 
unhealthy forces.’ 

Consternation 

His statements caused some 
consternation among international 
rubber traders, particularly those 
in the London futures market. 


cents, the best obtainable price on 
New York was 220 cents. 

The price anomaly prompted 
another delicate question from the 
international trade to Mr. Leong, 
but no finger was pointed this 
tune, nor any explanation given. In 
ambivalent market conditions, 
sellers were few. Traders took the 

view that the Malaysian govern¬ 
ment’s actions lacked direction 
and that it could revise its support 


Upper indicative price: 

270 cents o kilo 


Upper trigger price: 
252 cents a kilo 


+ 20 % 


Buffer stock manager 
{BSM] must sell 


Upper intervention price: 
241% cents a kilo 


+15% 


BSM may sell 


RBERBNCE PRICE 
210 cents a kilo 


Lower intervention price: 
178ft cents a kRo 


• -15% 


Lower trigger price-. 
168 cents a kilo 


- 20 % 


BSM may buy 
BSM must buy 


Lower indicative price: 
150 cents 


The Buffer Stock 


THE.INTERNATIONAL Rubber Agreement calls for the cre- 
X ation of a buffer stock of 550,000 metric tons: 440,000 tons 
w the “normal" buffer stock, 150,000 in the “contingency" stock. 

The agreed reference price is expressed in Malaysian/Singapore 
cents — an average of the Malaysian sen and the Singapore cent at 
the prevailing rate of exchange. 

The daily market indicator price is a composite weighted aver¬ 
age of daxhr current month prices on the Kuala Lumpur, Singa¬ 
pore, London and New York markets. It is obtained by averaging 
the prices commanded on the four markets by three grades of 
rubber RSS1, the top-grade specified as the “coutrocF’ on the 
London futures market, and two factory grades, RSS3 and 
TSR20. The daily indicator is the trigger for intervention and is 
also expressed in Malaysian/Singapore cents. 

If the daily indicator moves into the price bands fixed at plus or 
minus 15-20 percent of the reference price, the buffer stock mana¬ 
ger may buy for or sell from the "normal” buffer stock. He must 
Buy or sell when the indicator price breaches the plus or minus 20 
percent levels. 

Should sales or purchases for the "normal" buffer stock reach 
the 400.000-ton level, the “contingency" buffer stock is brought 
into operation. 


Bumzputi 

is further complicated by fears that 


itras. The political situation 


sianiration" begun in 1970,45 per¬ 
cent of the nation's coroor&te 


__ _ pace upward at any moment The 

True, at the time no one was en- P 3ar ^ £et lurched down with a few ^t,,/ 

tirdy sure where Mr. Leong’s fin- buyers, mostly quasL-govemmental 

ger was pointing. But neither was WBamzatious, ruling the roost COOQ P ames - “* remaining 55 
“ tirdy dear who had ducked And frustation mounted in Kuala 

Lumpur. 

Malaysia's stance on rubber 
prices is largely explained in terms 
of the country's domestic politics 
and the unequal distribution of 
wealth among its 14 milli on pro¬ 
of “Malays 


it entirely dear who had ducked. 
London traders sought a clarifica¬ 
tion from Mr. Leong when he 
passed through London in Septem¬ 
ber. “H3s charges were aimed at 
traders in the For East" a source 
in London said, with no audible 
sigh of relief. 


pie. Despite a program < 


companies. <Jt me remaining 

E erceut, indigenous Malays, 
a own as Bumipuiras, own one- 
quarter while the country's 4.8 mil¬ 
lion Chinese own almost three- 
quarters. The imbalance carries a 
serious risk of racial conflict be¬ 
tween the Bumipuiras (or “sons of 
the soil”) and the Chingm* minori¬ 
ty. Memories of the bitter racial vi¬ 


olence in 1969 are deeply en¬ 
grained in the political conscious¬ 
ness. 

There is at least one movement 
intent on fostering Bumiputra-Chi- 
nese cooperation, but it can be of 
no comfort to the authorities. The 
Communist Party, traditionally the 
home of disaffected Chinese, is 
showing renewed energy in its ef¬ 
forts to penetrate labor organiza¬ 
tions and is changing its profile by 
recruiting from the ranks of the 


any failure to meet the 
aspirations of the Moslem Bumi- 
putras may leave them susceptible 
to the remedies of Islamic funda¬ 
mentalists. 

Malaysia’s fourth five-year de¬ 
velopment plan launched earlier 
this year is largely designed to sat¬ 
isfy the Bumiputrasu The principal 
aim is a dramatic increase in the 
rate of Malays!anization of for- 
led companies so that by 
Bumiputras will own 30 
it of the corporate sector, 
ivonment has certainly not 
lacked direction in pursuing it: 
Three British-owned estates have 
been taken over — Dunlop, Bar- 
lows and Guthries — wime the 
Malaysian interests of two other 
companies. British-owned Harri¬ 
son and Crossfield and the Frcnch- 
Belgjnn Socfin group, are the sub¬ 
ject of negotiations. 

However, the plan assumes an 
average growth rate of 7.6 percent 
a year and it will be in jeopardy if 
earnings from rubber and tin ex¬ 
ports — accounting for 25 percent 
of the country's Foreign earning: 
— fall to match projected levels. 
The projected pace for robber 
through 1981 is 300 cents a kilo¬ 
gram, way above the current mar¬ 
ket price, and tin prices are barely 
covering Malaysian production 
costs. ■ 

The natural rubber trade is 
dominated by two factors: Simply 
is concentrated in one geopmcal 
area — Malaysia, Indonesia and 
Thailand account for 90 p er ce n t of 
rubber exports —while daman H is 
overwhelmingly dependent on au¬ 
tomobile production — 70 percent 
of rubber imports go to that indus¬ 
try, 60 percent for the manufacture 
of tires. Moreover, the market 
price of natural rubber has very lit¬ 
tle effect on automobile. sales as 
only about 15 kilograms is used in 
the manufacture of a standard ra¬ 
dial tire. Thus, the consumption of 
rubber is linked not to its price but 
to general economic conditions af¬ 
fecting automobile sales. 



Two other factors impinge on 
this close relationship between the 
automobile and rubber. First, 
when demand and prices increase. 


rubber production can be expand¬ 
ed by increased tapping — but 
only up to a point. A newly plant¬ 
ed rubber tree requires about six 
years to.be productive, and a fur¬ 
ther four or five years before it is 
fully mature. So while small in¬ 
creases in demand can be quickly 
accommodated, large increases 
cannot 

In times of low demand, and fall¬ 
ing prices, there is still less room 
for maneuver as the economic 
structure of robber production in¬ 
hibits any corresponding decrease 
in output. Two-thirds of the com¬ 
modity is produced by small hold¬ 
ers. For example, in Malaysia, the 
richest of the major producers, 
about 426.000 households depend 
on small holder cultivation for a 
living. Any reduction in output is 
difficult, if not impossible, to 
achieve. Indeed, the opposite is 
more likely as the easiest way for 
the small holder to maintain hlS in¬ 
come when prices fall is by pro¬ 
ducing more. 

The second influence on natural 
rubber prices is competition from 
synthetics. During the last decade, 
synthetic rubber has accounted for 
two-thirds of annual rubber con¬ 
sumption. But the properties of 
natural rubber — high elasticity, 
resilience and low heat buildup — 
argue against any wholesale re¬ 
placement of the natural product. 

Given the dominance of the 
three major producers of natural 
rubber and- the commodity’s con¬ 
tinuing importance to the automo¬ 
bile industry, the formation of a 
cartel would not, on the face of it. 
anyway, present too many difficul¬ 
ties. But this ignores Malaysian-In- 
donesian antipathy, not always la¬ 
tent, and the obvious mducement 
to the importing countries to step 
up investment in their synthetic 
rubber industries. When the Inter¬ 
national Natural Rubber Organi¬ 
zation meets in Kuala Lumpur on 
Nov. 16, it is expected to agree to a 
modest increase in the underlying 
price range agreed to more than 
two years ago in Geneva. 


Nickel Dealings in London 
Fail to Meet Expectations 

Bjr JJL Etberton 

y^EALINGS in nickel on the 


London Metal Exchange be¬ 
gan only in April 1979. It is there¬ 
fore still a newcomer with, little ex¬ 
perience, c on sideri n g that the 
LME was founded in 1878. 

As with the other newcomer, 
alummom, time and experience are 
needed to induce the trade — pro¬ 
ducers, consumers and merchants 
—- to take advantage of the oppor¬ 
tunities for hedging. 

So Tar consumers and producers 

have made rather disappointing 

use of the exchange for nickel. 
This goes some way to explaining 
the very substantial differences be- 


* Omsomers will doubtless keep 
their working stocks Iow_pcridimj 
revival of die economy. There is 
thus Hkely to be an increase in con¬ 
sumer inventories of about 65 mil¬ 
lion pounds, so that they may 
reach 360 million by year’s em 
This Js still well befow the. disas¬ 
trous level accumulated at the end 
of 1977. Substantial as this may 
well be, it is still tolerable in toe 
light of the recent sharp s wings ^ 
consumption, especially bearing q 
mind the slow and costly process 

ofzeKtivatingstandbyminmgand 

smelting ^puri ty. 


the very substantial differences be¬ 
tween the LME and producer pric¬ 
es. Currently the LME prompt de¬ 
livery price Is about £2,730per ton 
($2253 per pound) ex-LME ware¬ 
house, wherras the nominal Xnco 
"posted" price for melting nickel 
for the month of October (in Brit¬ 
ain only) is £4,219.6 per tan ($3.45 
per pound), delivered to -the cus¬ 
tomer. 


A winning 

_I • ” 


combination. 


Hie International Monetary Market gave the professionals 
short-term liquidity. Now we’ve added flexibility. 


For years banks, government 
securities dealers, and 
managers of institutional funds 
have been using our T-bill* 
contract to offset interest rate 
risk tied to short-term cash 
market positions. The addition 
of a CD futures contract to the 
IMMs existing T-bill contract has 
created a futures market inter¬ 
relationship that mirrors the 
cash market, thus allowing 
professionals to directly hedge 
cash market risk with a new 
degree of flexibility. This flexibility 
and interplay between markets 
has created, on the IMM, the 
most liquid CD contract This 
assures the best prices and 
fastest order filling. 

Professional traders always 
assess liquidity before deciding 


to enter a market In short-term 
futures this is available only 
through the International Monetary 
Market Not only is the IMM T-bill 
contract the only successful 
short-term contract in the world, 
trading over $20 billion a 
day, the new CD contract is 
becoming an industiy standard 

Hedging CD’s by using interest 
rate futures is just one of the 
many examples of the inter¬ 
locking relationships that exist 
in today s domestic and inter¬ 
national money markets. 
Arbitraging between the cash 
market and the futures market is 
another. Spreading between CD 
futures and T-bill futures is yet 
another. This unusual flexibility 
is precisely why the IMM has 
positioned its CD trading pit 


next to the T-bill pit Only the 
International Monetary Market 
has the combination of exper¬ 
ience, liquidity and now flexi¬ 
bility to allow traders to take 
advantage of the many inter¬ 
relationships involving futures 
contracts. 


For a copy of the IMM booklet 
“Inside CD Futures,” please 
write to the International 
Monetary Market, 444 West 
Jackson Boulevard, Chicago, 
Dlihois 60606. Or call one 
of the following IMM numbers: 

Chicago 312-930-3048, 
New York 212-363-7000, 
London 01-920-0722. 


*1MM futures contracts fn CIS. government debt are not 
obligations of any department or agency of the US. 
government 
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INTERNATIONAL MONETARY MARKET 

Division of Chicago Mercantile Exchange' 


Offices in New York and London. 


Dis countin g Seen 

Although the posted price of the 
main producers is published at 
$3.45 per pound, they are trying to 
sell at $3243, their pre-July price, 
but discounting on this price is be¬ 
lieved to be occtaring. 

When comparing LME prices 
with the prices at which the vari¬ 
ous producers sdi their metal, it is 
essential to remember .that nickel 
has ■ traditionally been priced in 
U.S. dollars per pound, and the 
substantial vagaries of the doQar- 
steriing exchange need to be taken 
into account. 

Moreover, producers nowadays 
quote their price “delivered con¬ 
sumers' wonts in Europe and 
North America.'* Their prices usu¬ 
ally include an dement of credit, 
usually not less than 30 days and 
currently about 45-60 days. 

The LME is for prompt cash. A 
broad rule when, com paring prices 
is to add 10-12 cents per pound for 
handling insurance; and freight as 
wdl as credit expenses in Europe 
and about 25 cents per pound for 
delivery in North America. 

The recent U.S. mint tender was 
awarded to a U.S. metal merchan t 
dealer for about 1,600 tons of bri¬ 
quettes o rig inating from A max ’s 

Port Nickef refinery in Louisiana. 
Amax Nickel, in its own name, 
quoted the going producer price 
$324per pound. 


Price-Cutting? 

At the time, the winning tender 
at'$2.7189 pec pound was not far 
removed from the LME equiva¬ 
lent Are we seeing symptoms of a 
costly price-cutting war? Certainly 
the current cost of financing LME 
and merchant stocks, besides die 
consumer working inventories, is - 
producing a very strong urge to 
keep such inventories to a mini¬ 
mum and to sell at the going rate, 
if not occasionally at a loss. 

Let us look in general terms at 
the basic supply/demand and in¬ 
ventory situation. According to 
Louis Denaro, formerly of Inco 
and now an independent xnVJffJ 
consultant, demand this year will 
only be about 1.125 billion 
pounds, compared with the peak- 
of 1-350 billion in 1979. Produc¬ 
tion of finished nickel will be 
about 1.1 billion pounds, to which 
must be added about 90 million 
of net imports from the 
Union and Cuba. 


■ Modest Role 

By contrast with - the overall 
Western world nickd situation, the - 
role of the LME contract is admit¬ 
tedly a modest one. Only 13 mil¬ 
lion pounds of cathodes and bri- 
queues have been withdrawn for 
consumption from LME 
warehouses during the fust nine - ’ 
months of the. year (1.5 percent of :• 
total). Stocks- in all die LME 
warehouses currently amount only 
to 7 million pounds (or barely 2 •. 
percent of those held by produc¬ 
ers). 

During the course of 1981 the 
LME root price slowly but steadily X 
descended from the sterling eqmv- 
alent of 32.96 down to S250 per ( . 
pound. The exception was the sud¬ 
den drop to toe equivalent of 
$2.17, recovering quickly to.$221 V 
on SepL 28, when metal prices got !~ 
caught up in the.slump on stock 
market prices. ■ 

What policy will the produces 
pursue? Wdl they cur production 
still further, below the current 
733-percent of capacity? Will one . .. 
of them liquidate its stocks at ' . 
whatever the cost, thus engender- ' 
mg a new price war? Above all -' 
_when and how will the West recow 7 _ 
er from the current depression and 
costly high interest rates? It is dif- •• r ’ 
ficult to predict. 

Postwar growth in nickel con- ' 
sumption has averaged 5.5 percent 
annually. But this slowed down ; 
during the late *70s. It is now • * 
thought that growth in future yean •" 
is iOcely to be on the order of 4 - 
percent a year, compounded. The 
pattern of consumption has also 
changed. Mr. Denaro points out : 
that as much as 62 percent of aO - 
metal required is nowadays in the re¬ 
form of “charge** nickel tor stain- ■ - 
less steel, alloy steels and cast 
irons, rather than in the refined 
form covered by toe LME coo- ~ 
tract 

Existing capacity is thought to . 
be sufficient to cope with such in- 
creases up to the mid-1980s, but 
Mr. Denaro fears that it may not 
necessarily be' sufficient to cope 
with die- concatenation of over- 
purchasing. stock rebuilding by 
consumers refilling, their pipelines 
and the currently depleted ware¬ 
house stocks of nickd containing 
semi-manufactures. Mid-1982 is 
also the period when the labor 
contracts sit Inco, Fakxmbridge 
and Amax are due to be renegoti¬ 
ated. 

Notwithstanding the current sub¬ 
stantial producer stocks, tempo¬ 
rary shortages may thus occur in 
the not-so-aislant future. It is dur¬ 
ing such periods that the LME 
contract is likely to prove its worth 
in attenuating toe price upsurges 

r ppkf-l 
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of toe freei 


, market. 




J.H. Etherton is chairman 
MacLame Watson, Ltd. ' 
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Have you got 
what it takes to 
invest successful! 
in commodities? 




What you don’t need . 

• Previous knowledge, 
of commodities. 

• Long periods waiting 
for results. 

• A lot of time to 
devote to following 
the markets. 


WJbat you need 

• Operating capital, . 
forming parr of a 
substantial portfolio 
of other investments. 

• Ability to take risks. 

• Expert advice and 
brokerage service. ■ 

Where to get expert help 
Imperial Commodities provide a first class 
dealing service with ready access to all the main 
commodity markets in the world including the 
currency markets. 

We also provide advice on-when to buy and 
sell, or you can authorise us to operate your 
account at our discretion. Dealing costs can be 
as low as^% - much less than for most other 
investments. 

For further information on the Imperial 
Commodities service and a copy of our widely 
acclaimed fortnightly bulletin, please send oft" this 
coupon. 




&ail 
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LIMITED 


Peek House, 20 Eastcheap, London EC3M 1DR 
Telephone: 01-253 0091. Telex: 8956273 

Please send me particulars of your commodities 
broking service.. 

Name 


Address 




Tei. No. (Business) 

Home 
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New Taxes Studied 
By U.S. Senators 


By Thomas B. Edsall 

»' 0 lhl/tg«« Post Stntkt 

Washington — Just three 

months after passing a nuyar tax 
cut, leading Senate Republicans 
are preparing legislation that 
would require about $60 billion in 
tax increases over the next three 
years. 

Among the proposals in a list of 
“potential tax policy changes” is 
the elimination of domestic inter¬ 
national sales corporations permit¬ 
ting companies to defer income 
from exports. These have become a 
source of growing friction between 
the United States and the Europe¬ 
an Economic Community and 
their elimination would save the 
Treasury about SSJ billion, ac¬ 
cording to the proposals. 

Also included in the proposals 
are new limits on borne mortgage 
interest and medical deductions; a 
50-percent limit on deductions for 
- business meals and-entertainment; 
elimination of long-standing tax 
breaks for the timber,, coal and 
iron ore industries; and sharply in¬ 
creased excise taxes on gasoline, 
riearettes, alcoholic beverages and 
telephone use. 

llie Senate Budget Committee is 
scheduled to take up the tax in¬ 
crease issue this week as it starts to 
■ write the second budget resolution 
that Congress is supposed to pass 
by the end of the year. 

This resolution will set landing 
revenue floors and spending ceu- 
mgs for fiscal 1982, and will Hkdy 
be one of the vehicles for squeez¬ 
ing down Out projected defiats in 
1982 and the years beyond as the 
administration wants. 

Sources on the Budget Commit¬ 
tee said there appeared to be fairly 
■strong support for setting a target 
of S60 buhem in new revenue rais¬ 
ing proposals — tax increases — 
over the nexx three years. It would 
then be up to the Finance Com¬ 
mittee to decide which taxes to 
raise and vote the actual increases. 

Although the possible revenue- 
raisers run from a.higher excise an 
beer to repeal of the capital gains 
treatment of timber income, the 
most likely choices suggest the tax 
burden would contixme to be shift¬ 
ed from business to individuals. 
This shift has been progressing 
over recent years, and the Reagan 
tax cut enacted in July accelerated 
the process. 

If Congress does approve tax in¬ 
creases for the fiscal years 1982 


through 1984 totalling $60 million, 
it would be taking back just over 
20 percent of the tax cut in the 
Reagan bill, which would reduce 
taxes by about S280 billion in that 
period. 

The administration and roost 
Republican senators are strongly 
committed to preservation of the 
basic elements of the Reagan cut 
— individual rate reductions of 23 
percent spread over three years 
and speedier depredation write¬ 
offs for business, which experts say 
will cut business tax liabilities 
nearly in half. Some senators, how- 
- ever, are not entirely averse to 
postponement of the individual 
cuts, particularly the 10-percent 
rate reduction scheduled for July 
1,1983. 

The administration has pro¬ 
posed only minor tax increases 
over the next several years and has 
taken no position so far an a larger 
biH 

But Sen. Robert Dote, the Kan¬ 
sas Republican who is the chair¬ 
man of the Finance Committee, 
has indicated at least qualified 
support for a budget resolution re¬ 
quiring $60 billion in revenue-ra¬ 
isers. Such a requirement would 
help take the heat off the Finance 
Committee since it would not tech¬ 
nically be taking the initiative in. 
raising taxes, just following orders. 

The House Republican leader¬ 
ship has been noticeably less en¬ 
thusiastic about a tax-increase pro¬ 
gram, in part because of concern 
that the Democretiocontrdled 
Ways and Means Committee 
would seize on a tax IxQ to try to 
repeal some provisions in the earli¬ 
er Reagan bill. The most likely 
Democratic target is the section of 
the legislation granting the cal in¬ 
dustry more than 511 billi on in tax 
breaks through 1986. 

In its list of possible tax increas¬ 
es, the staff of the Senate Budget 
Committee has included far more 
than enough to reach $60 billion 
over three yeans and many of the 
suggestions would be politicalDy 
impossible to move through Con¬ 
gress. 

Agip Signs Pact With Toms 

Reuters 

ROME — Amp has signed an 
agreement with Tunis to take a 24- 
percent interest in a coastal oil ex¬ 
ploration venture with Cie. Frart- 
atfse des Petioles and Tunis, Ita¬ 
ly’s state oil company reported. 
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Marathon’s Allure Lies in Wealth of U.S, OiL Gas Reserves 
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By Sandra Salmans 

Aw York Times Service 

NEW YORK —After Du Pont won the battle for Conoco 
last summer, much of the speculation on potential takeover 
targets turned to the Marathon Oil, the 17tb-Iargest U.S. oil 
company. Friday, many of Wall Street's prophesies were 
fulfilled when Mobil announced its SS-biffion bid for 
Marathon. 

What Mobil wants to buy. Wall Street analysts agreed, 
are Marathon's substantial oil and gas reserves in the Unit¬ 
ed States, which are especially desirable at this com¬ 
pared with foreign reserves. 

"Marathon has refuting and marketing, like any integrat¬ 
ed company,” said A.W. Craig, an ail and gas analyst with 
E.F. Hutton & Co. “But the attraction is the U.S. reserves.” 

While Marathon refused to comment on Mobil's bid, it 
has previously declared that it had no interest in a merger. 
Last July, it arranged a 55-billioa standby credit with the 
Chase Manhattan Bank and 27 other domestic and interna¬ 
tional banks, presumably to fend off a takeover bid. That 
credit was in addition to SI-3 billion in credits arranged' 
earlier. On Friday, a Marathon spokesman said only mat 
the SS-bilHon credit line was arranged for “general corpo¬ 
rate purposes.” 

Marathon has not actively contemplated a merger since 
the late 1960s, when it announced that it was engaged in 
“exploratory merger talks” with the Cities Services. Both 
parties agreed to terminate discussions. 


Much of Marathon's appeal is its 49.7 percent interest in 
e big Yates field in Wesi Texas, one of the three largest 


the big Yates field in Wesi Texas, one of the three largest 
oilfields in the United States in terms of remaining reserves. 
The field, which was discovered in 1926, is producing at a 
rate of 125,000 barrels a day. 

Marathon, headquartered in Findlay, Ohio, was incorpo¬ 
rated Aug. 1.1887, as the Ohio Oil Co. and was a unit of the 
Standard OQ organization until the dissolution of that com¬ 
bination in 1911. It adopted its present name in 1962. 

Marathon operates in most major oil-producing areas of 
the United States and Canada. At the end of 1980, its 
proved reserves in North America were 700 million bands 
of crude oil and 23 billion cubic feet of natural gas. 

Less than 24 hours before Mobil anno unced its bid for 
Marathon. Marathon announced an agreement in principle 
to acquire the Husky Oil Co., the U.S. oil and gas subsidiary 
of Husky Oil Ltd. of Calgary, Alberta, for $650 million. A 
Marathon spokesman said that it was pursuing the agree¬ 
ment as planned. 

While the Husky acquisition mi gh t be aimed partly at 
preventing a takeover of Marathon, analysts said that 
Marathon’s main purpose was to expand its UJ5. reserves 
and acreage for exploration. 

“Until recently. Marathon has been underspending on 
domestic and oil gas exploration to replace its production,” 
said an analyst, who criticized the company’s management 
as insular . “Outside of the Yates field, which is Marathon's 
'bank,’ the company has not done particularly well in find¬ 


ing oil and gas.” The Husky bid is an attempt to rectify that, 
he added 

Husky's U.S. subsidiary owns the equivalent of 1.4 mil¬ 
lion acres, with listed reserves of 36 milli on barrels of crude 
oil and 96 billion cubic feet of natural gas, mostly in the 
Western United States. 

Another analyst send the Husky deal would give 
Marathon more exposure to heavy ofl technology. 

In addition to its oil and gas reserves. Marathon owns 
four refineries, including one in GaryvOle, Ll, which it pur¬ 
chased in 1976 and which is one of the most modem in the 
U oiled States. 


publisher of oil industry investment information. The com¬ 
pany also has a marketing operation in the Eastern states. 

While its domestic operations accounted for 98 percent of 
Marathon's net income last year, the company may earn 
substantial income in 1983 from the North Sea Brae field, 
Mr. Andrew said. Marathon holds a 38 percent interest in 
> the field, through its acquisition of the Pan Ocean OD Cor¬ 
poration in 1976. 

In the Husky deal. Marathon would also acquire Husky 
00 (U.K.) Ltd., which has a minority interest in nine explo¬ 
ration blocks in the British sector of the North Sea. 

Marathon also has crude oil production in Libya, Nigeria 
and Abu Dhabi 


GM Grows Impatient 
For Regulatory Relief 


By John Holusha 

New York Times Service 

DETROIT — General Motors 

Chair man Roger B. Smith haa an 

extra $500,000 a day to spend on 
new cars since the federal govern¬ 
ment decided two weeks ago not to 
require air bags or other passive re¬ 
straints on 1983 model cars. 

That is not a whole lot of money 
for a company that is spending a 
little under SI milli on an hour 
around the dock on new plants 
and products. By now, more than 
10 months since the inauguration 
of Ronald Reagan, General Mo¬ 
tors, like thousands of other U.S. 
manufacturers, had hoped to real¬ 
ize far greater savings from the ad¬ 
ministration's promises to purge 
many of the federal regulations of 
business. 

Deregulation to date has done 
little to pull the giant automaker 
out of its severest dump in dec¬ 
ades. The automakers continue to 
report dismal results. In the third 
quarter. GM posted a loss of $468 
minion. Ford $334.5 million and 
Chrysler $149 J minion. 

And General Motors is getting 
impatient. The savings from dere¬ 
gulation may come, Mr.Smith said, 
once they’ work their way through 


the bureaucratic pipeline and, in 
some instances. Congress. 

For the moment, though, he 
takes satisfaction in the natfizarion 
that, if GM has not felt much of 
the impact of deregulation, at least 
it need no longer rear adoption of 
new regulations. 

The single largest achievement 
of the Reagan approach to regula¬ 
tion, Mr. Smith said, is not so 
much getting rid of the existing 
regulations but preventing the new 
ones from going into effect. “If 
nothing else^’ he said, “our hearts 
are lighter.” 

Gao's experience with deregula¬ 
tion is a test not only of the admin¬ 
istration's promises buz of its eco¬ 
nomic theories as wdL By earing 
the federal grip on industry, the 
administration has promised that 
industry could torn the resulting 
savings to investment in better 

S lants and improvements in pro- 
uctivity. 

Not surprisingly, many of the 
administration’s critics contend 
that the deregulation that is good 
for General Motors is bad social 
policy for the country. Executives 
at GM dwell on the added costs, 
but environmental and safety ad¬ 
vocates argue that the auto compa- 
(CoBtumedon Page 15, GoL 1) 



Wall Street in Grip of Optimism 

By Carl Gcwirtz With all the signs pointing to a Also overlooked was 

International Herald Tribune deepening recession and with do- deuce that President Reag 


By Carl Gewirtz 

International Herald Tribune 
PARIS — Financial mar kets in 
New York went wild Friday as 


With all the signs pointing to a 
deepening recession and with de¬ 
mand for loans at commercial 
banks declining, banks began cut¬ 
ting their prime rate — one to as 


Roger B. Smith 

... ‘our hearts are lighter* 


esi rates would, be cut. The opti¬ 
mism was rewarded after the mar¬ 
kets dosed when the Federal Re¬ 
serve announced a full percentage 
point cut to 13 percent m the rate 
tt charges on loans to commercial 
banks. 

The discount-rate cut, the Fed 
insisted, was aimed at bringing the 
fee into line with market rates. The 
cost of overnight money, so-called 
federal funds, ranged from 14 to 
14K percent Friday, dosing at the 
higher level In the week ended 
Wednesday, the rate averaged 
14.87 percent, down from 15.32 
percent the week before. 


romisea tnat -w »i t T *1 T» 1« .« 

Libyan Loan, Like Folitics, 
ZLVZ ****** Strange Bedfellows 


OPEC Price Accord Faces Testing in Market 


By Nicholas Moore 

Ann 

GENEVA — Having used a world 0Q glut to 
curb the ambitious. oFOPECs price “hawks,” 
Saudi Arabia seems content to let the glut dis¬ 
appear and to concentrate instead on helping 
OPEC to maintain prices in a buyers' market. 

The Saudis, the world's biggest exporters, 
had been flooding the market with their oil, 
despite depressed world demand and an¬ 
guished pleas from other producers hit by a 
buyer revolt. 

But at the ezneraency meeting Thursday in 
Geneva. Saudi On Minister Sniekh Ahmed 
’ Zaki Yamani secured a realignment of the 
prices fixed by the 13 members of the Organi¬ 
zation of Petroleum Exporting Countries in a 
deal entailing unprecedented price cuts by an 
OPEC majority that set rates higher than Sau¬ 
di Arabia's. 

Ups and Downs 

The question now foe OPEC U whether the 
. ,r ijdeaf is the right one to see it through the cur- 
1 *\ rent depressed demand for its oil whether the 
Ml new benchmark U too high, even for the 
t , Saudis to defend, and whether OPEC will have 
. j.foretreat again or fall apart if (here is another 
| ~ i frantic scramble to attract buyers through 
* discounts and secret price cuts. 
l The new unified bcnchmarkprice of $34 a 
. L J {.barrel for Saudi tight crude, a $2 increase, w31 

frozen until the end of 1982. Prices of other 
' I crudes were fixed according to quality and 

! * 1 1 .proximity to markets, with heavier erodes, for 
{1 [(instance some Saudi grades and those of 
I * f Kuwait and Venezuela, ranging up to $2 below 
the benchmark. 

Those producers that raced ahead of the 
Saudis to set higher prices in the tight oil mar¬ 
ket or 1979 had until Sunday to set to their 
new rates. Libya and Algeria must trim S2 off 


their official prices to around $38 for their 
“sweet," or low in sulphur, 00 -rich grades. 

However, OPEC will consider adjusting the 
“freight and quality differentials when it 
meets Dec. 9 in Abu Dhabi. Sheikh Yamani 
thinks Algeria and Libya will have to cut an¬ 
other dollar off their prices to attract buyers. 
Nigeria, exporting similar ofl. is to charge only 
$3650 on cud contracts and 537 on new ones. 

Sheikh All Khalifa of Kuwait says he is con¬ 
vinced that all 13 members will be able to sdl 
enough to meet financial goals next year, when 
demand should revive a tittle although not as 
much as they might wish. 

The oganizations’ output is down to little 

NEWS ANALYSIS 

more than 20 million barrels daily from 31 mil¬ 
lion in -1979 when it boosted prices 170 per¬ 
cent. That increase helped tilt the West into 
recession and sent consumers rushing to turn 
down thermostats, buy smaller cars and bum 
more coal and gas. 

Sheikh Yamani said that as of Sunday Ms 
country is reverting to its preferred output ceil¬ 
ing of 8.5 million bands a day after averaging 
more than 10 million for the fust eight months 
of 1981, and just over nine nrifljon since Sep¬ 
tember. And Abdul Hadi Taber, the governor 
of the Saudi Arabia’s General Petroleum and 


Bui Sh eikh Yamani made it dear that Saudi 
output could rise if the market tightens enough 
to endanger the price freeze (he thinks the glut 
will end next spring). Saudi output could fall 
further if demand continues to sag and it is 
necessary to defend the new benchmark. 

Given inflation, the price freeze means a de¬ 


cline in the real cost of ml in UJ5. dollars, the 
oti trade’s currency. 

But Western market analysis see a possible 
fight for the dwindling market for “sweet” 
crudes between Libya and Nigeria. Nigeria, 
with the development needs of a huge popula¬ 
tion, has shown itself ready to discount ruth¬ 
lessly to restore lost sales. 

Iraq-Iran Factor 

In the longer term, there is the prospect that 
Iraq and Iran could boost war-restztcted ex¬ 
ports. possibly looking for buyers for at least 
two milli on barrels daily more than they cur¬ 
rently seti. It remains to be seen if Western 
economies will have rebounded and cal de¬ 
mand will have picked op fast enough to ac¬ 
commodate them. 

Sheikh Yamani is reluctant to be drawn an 
bow much further Saudi Arabia can cut its 
output to underpin prices. An authoritative 
source said, however, that Sheikh Yamani 
thinks the Saudis could probably squeeze by 
financially if they cut back to six motion bar¬ 
rels daily. 

Many market analysts consider that would 
probably be enough to defend the benchmark. 

Mexico Raises Prices 

MEXICO CITY (Reuters) — The export 
price for Mexico’s top-grade “Isthmus" erode 
oil win go up 51 to 535 a barrel starting Sun¬ 
day, Industrial Development Secretary Jose 
Andies Oteyza announced Saturday. 

The price of the 50-50 light-heavy export 
mix increases to $31.75 from $31.23 but the 
lower grade “mayan” offshore heavy oil would 
continue to sefl for S28.50 a barrel, fie said. 

Mexico, the world's fourth biggest ofl pro¬ 
ducer, is not a OPEC member but usually sets 
its price slightly above OPEC's benchmark. 


By Carl Gcwirtz 

International Herald Tribune 

PARIS — If Eurobankers have a 
creed, its first tenet is-that politics 
and finance do not mix: Loans are 
granted on the commercial assess¬ 
ment of whether the borrower is 
creditworthy and the terms profit¬ 
able. 

This is how bankers have justi¬ 
fied their voluminous lending to 
the Soviet Union and its East Eu¬ 
ropean satellites, which has en¬ 
abled those countries to avoid 
many of the guns-and-butter eco¬ 
nomic choices forced on Western 

SYNDICATED 

LOANS 

governments. Or to coffee produc¬ 
ers when their income fell short be¬ 
cause they were withholding beans 
from the market in an effort to 
drive up the price. The bankers did 
likewise for the oil producers. 

Now Libya, roundly condemned 
in Western circles for its support 
of international terrorism and its 
interventionist policy in Africa, is 
seeking to borrow $200 million. 
No official explanation has been 
given about Libyan plans for the 
money. In fact, it is suggested that 
Libya does not need the funds but 
is only interested in establishing its 
financial respectability. 

As would be expected, the bulk 
of the managemen t group — five 


out of seven banks — are Arab in¬ 
stitutions led by Arab Ranking 
Corp-, whose chief executive is the 
former head of the Libyan Arab 
Foreign Bank, guarantor of the 
loan. 

Somewhat more surprising as 
co-managers are Banque Eu- 
ropeenne de Tokyo and the Credit 
Lyonnais. French government offi¬ 
cials were surprised, not to say 
dumbfounded, to hear that the 
third largest state-owned bank was 
Co-managing the loan at a time 
when France’s relations with Libya 
are strained over Libya's interven¬ 
tion in Chad. 

Credit Lyonnais officials ex¬ 
plain that the agreement to partici¬ 
pate was made weeks ago, before 
the current crisis boded up. In ad¬ 
dition, they stress that the decision 
to go into the loan was as much a 
reflection of the credit-standing of 
Libya as a statement of support 
for the Arab banks organizing the 
operation. 

French government officials al¬ 
low that the timing may be a bit 
embarrassing, but they insist that 
the banks are free to do the busi¬ 
ness they please — a reasonable 
position in light of the govern¬ 
ment's plans to sell Libya 10 Air¬ 
buses. 

So far there are no U.S, British 
Dr Canadian banks participating in 
the seven-year deal, which carries 
an interest charge set at half a 
point over the London interbank 

(Continued on Page 15, CoL 6) 


But it was the mid-Friday com¬ 
ment by Salomon Brothers econo¬ 
mist Hemy Kaufman that addi¬ 
tional declines in money-market 
rates lie ahead that triggered the 

EUROBONDS 

rally on Wall Street. He predicted 
that the fed funds rate — the key 
money market rate on which an 
other interest rates are scaled — 
could drop as much as 2 percent¬ 
age points in coming weeks. 

Overlooked amid all this joy was 
that Mr. Kaufman had been saying 
all along that rates would soften 
through the end of this year, but 
that they will then surge to new 
highs —a wanting that he reiterat¬ 
ed Friday. However, there was a 
difference in nuance. Two weeks 
ago, Mr. Kaufman said the uptick 
would occur within six months. 
Now he says the new highs will be 
set within me next 12 months. 


Also overlooked was the evi¬ 
dence that President Reagan’s eco¬ 
nomic policy is in disarray. An in¬ 
creasing number of administration 
heavyweights are admitting that 
the government is unlikely to 
achieve its goal of balancing the 
federal budget by fiscal 1984. 

Questioned at a Senate Budget 
Committee hearing about whether 
the budget-balancing goal can be 
meet. Treasury Secretary Donald 
Regan said Friday that “it's possi¬ 
ble, but not probable” — a view 
already expressed by Budget Di¬ 
rector David Stockman and Treas¬ 
ury Undersecretary Beryl SprinkeL 
Mr. Regan told the committee that 
the adminis tration is reviewing its 
economic projections in light of 
the current recession and probably 
will revise its forecasts downward. 

Mr. Regan also confirmed that 
administration o fficials are debat¬ 
ing proposals for higher excise tax¬ 
es, an import fee on ml and various 
other ways to help dose the deficit. 
The president, meanwhile, has 
asked Congress to approve a three- 
year package of tax increases total¬ 
ing $22 billion to help close the 
deficit Mr. Regan said details of 

(Continued on Page 15, CoL 2) 


CURRENCY RATES 

Interbank exchange rates for Oct. 30,1981, excluding bank service charges. 


aowtcrUaai 

BtumUW 

Frankfurt 

LowtonlU 

MUM 

Mew York 

Port* 

Zurich 

ECU 


S ( 
ZW <49 

37725 69245 

2254 416 

1854 —- 

120405 22119 

- 186*5 

UU5 IfUU 

12512 04201 

man asm 


* DJIA FJ=. IU- 

49 110.185* 43975* 02071 

69245 16729 66622 1145* 

A16 - 2928- 1978* 

- AT722 105042 2527-17 

21150 532X0 21165 - 

186*5 04482 0179 08845* 

10448 251U- - 4715 x 

14201 82.105 * 3260 * 01544 

OSBW 2442 6101 19*150 


OK s^. DJC. 

694* 13445* 3617* 

- 20431 5.190 

Ml’ 12177- 319» 

69J2 34287 134465 

31831 64983 1659 

02551 05487 01378 

15825* 3069* 7885* 

49131 * - 2SL53* 


2697V 408093 


* Camwcv P,r 

Bw|v _ URTeacy U86 

1.1334 Antral hnS 08823 

88632 Austrian Kkll Uofl 1581 

08239 BeWaa Rn. franc 4190 

88305 Canadians 12042 

0.1378 DtntUikroM 7255 

02264 F&Mbb mark 4X16 

&0T7B Greek drachma 54225 

01703 Han xsaa S 58735 

1-5715 Irish! 08363 

f Sterflna; 1.1815 IrisnA 


Dollar Values 

■hole. QrrB “ w uX* 

08788 Israeli shake! 14.115 
8843 Jawneseyen 233J0 

3840 Kuwaiti dinar 02821 
04383 Malay. rtuVkB 22815 
0166 MorwLkran* 59515 

HA- PWLpase MUL 

08154 Port, escudo 64708 
03XU SaafU rival 342 

1.1512 5J3JL 08687 


EWMV. C “™ cv USJ 
048 Singapore S 28835 
12365 A African rand 09648 
08014 5. Korean woo 68985 
08104 Smith peseta 9638 
0.1798 Swedish Krona 58625 
00286 Taiwan l 3777 
00435 Thaf faabt 22975 
02723 UA£.fflrilom 32723 


la) CaromerctaJ franc, [hi Amounts needed to buy one ooutxt {*) Units on 00. (x) Unttsof IWL 


RAM ADA Geneva 

//<> /</<//s i exei ff/( * ■< :> 

City center - tel. 1022) 3'/.02.41 - telex 23.91.09 
220 very spacious rooms 




NOTICE OF REDEMPTION 


Gold Fixing at the 
Luxembourg Stock Exchange 

Daily at 10:30 am local time 

For your convenience, gold fixing “a la carte";- TmO Banque Internationale a Luxembourg 

in US $ per ounce troy fine and in Francs per kilogram TF Pho« 479 i/ 68 oietex 3626 
bar. Business is brisk and more than twenty members ;|^|»| Banque Nationale de Paris (Luxembourg) 
of the Luxembourg Stock Exchange now actively Phone 4 j M1 ^ 2228 

concur in making Luxembourg one erf the leading no Ju d »r h* 

problem markets for gold buying and selling. W fSSSSxSn 

The Five banks listed opposite cooperate to •• , 

□remote the development of the Luxembourg.Gold A Oresdner Bank International 

staffareatyour ^ <28****2302,0s 

disposal for information and trading at the best terms. Ag Kredietbank SA Luxembourgeoise 
Call them now! - Phone479731^3418 


RELIANCE INTERNATIONAL N.V. 

(formerly Leasco International N.V.) 

This Notice Contains Important Information For All Holders or ifi Guaranteed (Subordinated) 

Convertible Debentures or Reliance International N.V, Due January IS. U HSU. 

XifTJCE Is HeheCI Gives that pursuant to the provisions of Article 4 of the Indenture dated us of January 15. all the above Debentures (the 

■Debentures'! will be redeemed on Wednesilay. November 25. 1981 uhe 'Redemption Date') at the redemption price of 3L'.V5. together with accrued 
interest ofStd.06. for each SI .0QH principal amount of the Debentures. 

The redemption payment wilt be made at any of the following locations: 

By hand: Bankers Dust Company By mail: Bankers Dust Company 

Corporate Dust Operations Corporate Dust Operations 

1 Bankers Dust Plaza p.O. Box 2579, Church Street Station 

Level A New York, New York 10008 U.S. A. 

Bond Windows 

New York. New York 1U00G U.S. A. 

Bankers Dust Company Banque Internationale a Luxembourg S. A. 

Dash wood House Boulevard Royal 2 

69 Old Broad Street. Boile PostaJe 22U5 Luxembourg 

London, EC2P2EC. England BHF Bank 

Banque Bruxelles Lambert. S. A. P.O. Box 3821 

24 Avenue Marais 6 Frankfurt/Main, Germany 

Bruxelles. 5 Belgium Banea Nazionale riel Lavoro 

Pierson, Heldring & Pierson N.V. Piazza San Fidele No. J 

Hirengrocbt214' Milan. Italy 

Amsterdam. Netherlands 
Credit Commercial de France 
103 Avenue ties Champs Elysees 
Boite Postale 7U4-OS. 

Paris 8E, France 


The; 
per share 


From and alter the Redemption Date, the Debentures will no longer be deemed outstanding and interest will cease to accrue thereon. 

The Debenture* are convertible into shares of Common Stock of Reliance Group. Incorporated (*Reliance Group - }, at a conversion price of S62 
hare (16.129 shares of Common Stock for each 81,000 principal amount of DebentureX This right of cowr mion mil erpire at 5.t»t pm (local timej 


terms. 


Oresdner Bank International 

Phone 42S16 fctex 2302/03 

Kredietbank S.A. Luxembourgeoise 

Phone 4797 nu« 3418 


Reliance y roup delivered upon conversion. No fractional snares of Common Mock of Reliance Group wiU be issued upon convention of Debentures. 
In lieu of fractional Snares, holders will be paid a cash adjustment therefore based on the closing price of the Common stock of Reliance Group on the 
New York Stock Exchange on the last business day before the ilate of conversion. 

Debentures can be surrendered along with written notice of election to convert ut any of the following locations: 

By hnt»l: Bonkers Dual Company By mail: Bankers Thun Cnmpanv 

Carporate Dusi Operations Corporate Du>i Operations 

1 Bankers Thist Plaza P.O. Box 2579. Church Street Station 

_ Levei A New Tar k, New Ybrk IMS U.S. A. 

Bend 1A inflows 

New York. New York 10006 U.S. A. 

Bankers Duet Company Banque Internationale a Luxembourg 5. A. 

House Boulevard Royal 2 

, WOW Broad Street Boite Postal* 2205, Luxembourg 

London. EC2P2EE. England . B 

Redemption payments niB be made, or Common Stock of Reliance Group wiU be delivered upon convenrian, only upon surrender of the 
Debenture so to be redeemed or convened, together with all coupons appertaining thereto nutating after the Redemption Date 
Holden; of Debentures should be aware w the following facts: 

liy OnOctober 20. ISBLthe dosing market price on the New York Stoek Exchange of the Common Stock of Reliance Group was 283,25 Mr 
share. On thia bams each 51.000 principal amount of Debenture would be converted into Common Stock having a value of $L 342.74 

. £1 Reliance Group has announced that a proposal to meree (the "Merger’! Reliance Gram into a newly formed corporation controlled by Saul P 
Steinberg, Chairman of the Board and President of Reliance Group, and members of his immediate family l the "Steinbere Graun’l wiU h* snbmiMwi 


A brochure on the Luxembourg Gold Fixing is available on request. Ask for it. 


at the option of such holder of Common stot 
“Merger Preferred Stock’j. of P.eBanre Fini 
be made on the .Merger Preferred Stock in 1! 

If you have July question.-, about the me 
yon commit your banner, broker or attorney. 


*™ w approved and consummated, holders of Common Slock 

Semor Debentures Due 1996 (the “Merger Debenture*,’! of Reliance 
the Sunnberg Group to effect the proposed -Mereer. and $50 in cash or. 
a of 815 Cumulative Preferred Stock, SBO liqnidatioc preference (the 


RELIANCE INTERNATIONAL N.V. 

Park Avenue Plaza 

New York. New Ybrk KKJ531'.S.A. 

By.Frederick A. Jackson. AWncy-in-fact 







































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































GM Grows Tired of Waiting 


INTERNATIONAL HERALD TRIBUNE, MONDAY, NOVEMBER 2,1981 
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BankAmerica Offspring Now a Competitor French Banks Join in Libyan Loan 


(Continued from Page 13) 

nies showed scant, concern for 
clean air and safety before laws 
were passed and regulations writ¬ 
ten. 

But last April the Reagan ad¬ 
ministration saia it would assist 
the ailing auto industry by reduc¬ 
ing the burden of regulation, 
rather than grant tax concessions 
and impose formal quotas on Jap¬ 
anese car imports, as the automak¬ 
ers had requested. Vice President 
George Bush, who heads the ad¬ 
ministration's deregulatory effort, 
predicted that the proposed 
changes would save the industry 
S1.3 billion ..in capital costs and 
consumers more than. $9 billion 
over five years. 

GM executives have calculated 


cost of .the devices installed on cars 
to meet emissions and safety 
standards. 

'"When you are malting 510 "bil¬ 
lion a war that $2 billion is one 
thing," Mr. Smith said in an inter¬ 
view at the corporation's head¬ 
quarters. "But when you are losing 
$700 million a year as we did in 
1980, you lode at it and say 'that’s 
the difference between losing mon¬ 
ey and malting money.’ " 

Asked if the - administration’s 
program has had much impact on 
GM as yet, Mr. Smith replied. 
"Unfortunately not.” Although 
some of. the 34 regulations on the 
April "hit list" have been rescind¬ 
ed, most have been minor. 

“The ones 1 think are important, 
the bumpers [crashworthiness}, the 
EPA [dean an], the ones that have 
the big money in them, we haven’t 
seen any at those," Mr. Smith said. 
GM estimates that meeting emis¬ 
sions standards adds 5725 to the 
price of a new car while safety 
standards add 5400. 

Nevertheless, the administration 
has made deregulation a key part 
of its "supply side” approach to 
the economy. And business has 
been accommodated in other ways. 

Since the advent of the Reagan 
-whmnictratfnn, Mr. Smi th said 
there has been a change of attitude 
at federal agencies that in the past 
tended to view corporate actions 
with skepticism. He said GM exec¬ 


utives who deal with federal regu¬ 
lators report “they finally listened 
to what we were trying to say with¬ 
out that look of suspicion on their 
face.” 

But Mr. Smith fears that, due to 
the lengthy delays the bureaucratic 
process needed to rescind rules, 
<*anges may come too late to help 
the company through the current 
crunch because of the industry’s 
long lead linos. Even if the stand¬ 
ards were revised tomorrow, he 
said the effect would not be really 
felt until the 1983 m o d e l year. 

As a result of its poor finannifl) 
performance, auto industry ana¬ 
lysts say, GM is being forced to 
reduce the number of new 
cars it will bring out. Mr. Smith 
says the administration needs to 
move more quickly if it really 
plans io_ assist the automobile in¬ 
dustry with deregulation. 

- "We’re trying to be patient be¬ 
cause we understand the necessity 
of rule-making procedures,” Mr. 
South said. 


Iiaemadanel Rapid Tribute 

LONDON — BankAmerica is reviewing its 
membership m Visa because of increasing concent 
about the activities of the payment systems group 
spawned by BankAmerica in the 1960s. 

Sammuel H. Armacost, BankAmerica’* presi¬ 
dent, said in an interview with the Retail Banker 
International, a London-based newsletter, that he 
is reviewing the company’s retail business and has 
concluded that Visa is a competitor. 


have been hoping —- the company is going 
with a proprietary plan of its own to compete in 
the marketplace with Visa. 

Furthermore, a number of top executives say 
BankA m e ric a, the parent of the Bank of America, 
needs an integrated payment systems strategy, 
covering both travelers ehwk* and credit cards. 
This would imply that thr. comp any might operate 
a group of proprietary systems on its own. 

Discussions have been held at the BankAmeri- 


macost said, adding that Visa’s entry mto the tra¬ 
velers check business has been a cause of "some 
pain and strain." 

A number of leading BankAmerica executives 
argue that the company should develop and main¬ 
tain its own proprietary payment systems, on a 
similar basis to Citicorp and American Express. 

Visa was an outgrowth of BankAmericard 
Carp., which was a subsidiary of BankAmerica 
until thousands of U.S. bank licensees bought 
into the organization in 1970. Since then, Visa 
USA has expanded its operations wordwide 
through Visa International an d is involved in tra¬ 
velers checks, debit and credit cards and money 
market funds. 

BarikAxnerica’s changing attitude to Visa is re¬ 
flected in its plans for travelers c hecks. Far from 
j anting the Visa program — as Visa executives 


compete with the products of American Express, 
Gticorp, and. of course, Visa, which recently 
unveiled plans to launch a premium credit card. 

As part of its new aggressive stance in the tra¬ 
velers check market, BankAmerica plans to intro¬ 
duce sterling and Deuisch mark checks next 
spring and an international claims center is being 
opened in London. 

John Nachtrieb, president of company’s tra¬ 
veler check subsidiary, said that “things had 
slipped a little” in BankAxnerica's travelers check 
business as competition in the worldwide traveler 
check business intensified in the last two years. 

“We had not been paying the attention that was 
necessary to bur travelers check business,” he 
said. "Bui we are now at a crossroads." 


(Continued from Page 15) 
offered rate. The spread is consid¬ 
ered generous compared with 
the % point over Libor that In¬ 
donesia and Malay as’a are paring 
for 10 years. 

“I'd frankly be surprised if .any 
U.S-, UJC OT ranariinn hanks par¬ 
ticipate," says an American bank¬ 
er. But when pushed to explain 
why, or to clarify why politics 
plays a role in this loan and not in 
other operations he backs off. "We 
try to play it down the middle and 
ignore the status of good will be¬ 
tween countries, we try to k eep out 
of politics and each credit 


banking groups submitted bids on 
Friday to market a SSOO-mfflion 
loan for Venezuela. Citicorp orga¬ 
nized one group, Morgan Guaran¬ 
ty and Chase another and Lloyds 
Bank headed up a third. Mean¬ 
while, Banco Industrial de Vene¬ 
zuela arranged a $350-million 
credit, up from the 5300 million 
originally sought, paying half a 
point over Libor for four years. 
Participation fees totaled up to 
5/16 percent. 

Peru in Market 

Peru is reported to be coming to 
the market for $200 million with 


on its merits.” me marcel ror j^uu million wun 

So why not participate in this Morgan Guaranty expected to lead 
loan? “We haven’t been an- the 10-year transaction. Also ex- 

* __ r a ■ tAAA __ *1V _ _ i - • r 


preached," he says. 

_ A similar exchange with a Cana¬ 
dian concludes with his saying that 
his bank is full up on Libyan pa¬ 
per. How can that be when Libya 
has not tapped the market before? 
"We do business with Libya, but 
prefer to keep it to short-term ex¬ 
port financing and letters of cred¬ 
it," he explained. 

In other business, at least three 


Wall Street Emphasizes the Positive, Skips the Negative 


■ (Continued from Page 13) Unquestionably, marker partid- 

the propo sa l s would' be sent to f?®* 8 wer ® e m phasi zin g the posi- 
Cdnercss later this year. rive and disregarding the negative 

TV , _ last week. Buiri remains to be seen 

Also disregarded was the Treas- how much the euphoria of impend- 
uiy announcement that it will ask mg interest rate declines can be 
Congress for approval to create a tranced to the Eurobond mar- 
new savings bond that would have keL For as dollar interest rates 
a floating rate of interest pegged to drop, so does the dollar itself on 
market rates to assure an equitable the foreign exchange market. The 
return to long-tom investors. Up dollar, which dosed in Frankfurt 
to now, Washington has resisted Friday — before Mr. Kaufman’s 
adopting floating-rate instruments comments were m»de public or the 

m the belief that such a move Fed cut the Hfewnnwt rate_at 

would be interpreted as a signal 2354 DM tumbled 1.6 percent by 
that it was gtvmg up the fight the dose of trading in New York 
a g ams t in fl ation. to 23175 DM. 

Another discordant note t 

shnimed off by the market was Lots ot Uqoufity 

OPEC’s agreement to align prices Win in vest o rs continue buying 
at 534 a band — an effective doflar-denominated bonds as the 
worldwide increase of 51 per bar- dollar declines on the foreign ex- 

—t j; a v-f _ -■ * -t --1.—a .1 _ _ ■ - tT 


rd since Saudi Arabia, the world’s 
largest producer, has been selling 
its o3 for 532. In addition, Saudi 
Arabia is predicting that with its 
new cut in production the current 
glut in the world supply of oil will 
evaporate by the second quarter of 
next year. 


This announcement appears as a matter of record only. 


US. $15,000,000 


SodWAnonyms 

. c,-.- • . • • 

(Incorporated with limited liability In the Grand Duchy of Luxembourg) 

Floating Bate Serial Notes 1988 
Convertible into 16i% Serial Bonds 1988 


Managed by 


Al-Mal Group 

Banque G6n6rale du Luxembourg S.A. 


Bayerische Vereinsbank 
International S.A. 


The Gulf Bank K.S.C. 


’ Union de Banques Arabes et Franpaises-U.B.A.F. 
Bahrain Branch 


This announcement appears as a matiar of record only. 
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Deutsche Aussenhandelsbank 

Aktiengeseltschaft 

ua $20,000,000 

Loan Facility 

Managedby 

Al-Mal Group 

Libyan Arab Foreign Bank National Bank of Kuwait S.A.K, 
Arab Bank Investment Company Limited . 


Provided by 

Libyan Arab Foreign Bank National Bank of Kuwait SAK. 
Arab Bank Limited-OBU - Bahrain Kuwaiti-French Bank 

Banque Intercontinental® Arabs Arab Hellenic Bank 

Al-Mal Group 


Agent 

Arab Bank Investment Company Limited 


change market and as interest rates 
offered on new investments de¬ 
cline? Certainty one positive de¬ 
ment for the Eurobond market is 
that there will be plenty of Uqnidi- 
ty available. According to Orion 
Bank’s estimates, interest and prin¬ 
cipal repayments total $1.64 tril¬ 


lion in October and $13 billion in 
November. 

There woald appear to be Httle 
question at this pant that the 
terms an the S75-nriflian. eight- 
year issue for Newfoundland and 
Labrador Hydro will be lowered. 
The paper was marketed with an 
indicated coupon of 17% percent 
and an open price to be fixed 
Thursday. 

By Friday, even Detore the burst 
of enthusiasm in New York, the 
terms w er e looking overiy sweet 
and expectations were running 
high that tear! mmagw Credit 
Commercial de France would low¬ 
er the coupon or cut the yield by 
pricing the paper at a premium. 
The bond is callable after six years 
at a premium price of 102. A pur¬ 
chase fond wiD operate in the first 
year retiring up to 10 percent of 
the issue if the price falls to 98. 

The province of Newfoundland, 
guarantor of the issue, is rated sin¬ 
gle-A. By contrast, double-A rated 
Caterpillar Tractor sold $100 mil¬ 
lion of five-year paper at par bear¬ 
ing a coupon uf Ira percent. The 
issue, which got off to a slow start, 
ended the week quoted at 99% on a 
when-issued basis for a yield of 
16% percent 

Southern California Edison, 
whose secured U.S. debt is rated 
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NOTICE TO HOLDERS OF 

MATSUSHITA ELECTRIC 
INDUSTRIAL CO, LTD. 

nwaai n—l»i Se—— KltaMd Kshhsl 

S*A CONVERTIBLE DEBENTURES 
DL’E NOVEMBER 20.1980 

Pursuant to Section 205 of this Corn- 
May’s Indenture doled as of November 
* 0 . 1973 under which the above Deben¬ 
tures were issued, notice is hereby given 
u follows: 

1. On October 22. 1981. the Board of 
Directors of the Company resolved to 
make a free distribution of shares of the 
Cornp*n> - fonnnen Stock to sharehold¬ 
ers of record as of November 20.1981 in 
Japan (November 19 in New York City), 
ai the rate of 1 new share for each ID 
shares held. 

2. Accordingly, the convert ioa price *1 
which the above-mentioned Debentures 
mar be convened into shares of Common 
Stack of the Company wilt be adjusted 
effective immediately after sneb record 
dale. The convenion price in effect before 
neb adjustment is Yen 494-90 per shore 
of Common Stock, and tbc adjusted conver¬ 
sion price will be Yen 449.90 per share of 
Common Suck. 

MATSUSHITA ELECTRIC 
INDLSnUAL CO. LTD. 

Bg The Bank of Tokyo Tm Company 
asTrae* 

Nowwtari 198] 


double-A (implying a smgle-A rat- conversion p. 
fn g for thio unsecured offering), is announced tl 
making its third trip to the Euro- West 

bond mariret with a SfiO- miTK on, cnKyrniw 
five-year issue bearing a coupon of yeniber rul r 
16?^ percent. Pricing is open. DM of new L 

Although conditions would ap- gj^ , 

pear to be set for an avalanche of jqq miTli nn-T 
new issues, only one name was ru- ^ (T , rrrntty 
mored on Friday — Woolworth, coupon of 10 
rated triple-B. was said to be look- at j t wa 
ing for not less than 5100 million issu^ basis a 
for up to five years paying a week 

coupon of 17%percenL desbank is s 

The tumng on the seven-year, joo-mfflion £ 
$60-mnhon issue far Canadas ^ witich is 
Consolidated-Bathurst was unfor- coupon of 1 
tonal* Terms were set eariy in the lmnwn 

week when the market was at its for 
low. The issue, bearing a coupon tobemarirefc 
of 17% percent, was pneed at 98% n- xr--, 7 
to yield a record high 17.89 per- to nSiicea 1 
cent for a new issue. for New Zeal 

In the floating-raie sector. Ban- ju 
co de la Provinda de Buenos Aires j>M 

is seeking 550 million for seven ^ i„ n nrW 
years although holders have the thi 

option to r^uest redemption at velopment H 
the end of the sixth year. Interest uanf 
will be set at a quarter-pant over In the Ca 
the six-month interbank rate and is ^ 20 1 

guaranteed to never fall below 7% six-year issu 

PC StMidard Chartered Bank is Ma^Mora 

seeking 5100 million for 10 years, 

offering a coupon set at % point 

over the six-month interbank rate. We& 

It guarantees a minimum cxaipon n 

of 5% percent The paper is can- International 


conversion price are expected to be 
announced tins week. 

The West German capital mar¬ 
ket subcommittee a ppr o ved a No¬ 
vember ffliwiriar of 750 million 
DM (Ml new issues. 

The first of these, a five-year. 
100 mfflion-DM issue for F inlan d, 
is currently on offer bearing a 
coupon of 10% percent and pneed 
at par. It was quoted on a when- 
issued basis at 98%. 

This week, Westdentsche Lan- 
desbank is scheduled to launch a 
100-minion DM issue for Venezue¬ 
la, which is expected to cany a 
coupon of 11% percent. WestLB 
win also manage a 100 miBion-PM 
issue for Quebec Hydro, scheduled 
to be marketed Nov. 16. 

On Nov. 20, Commerzb ank will 
introduce a 150 milli on DM issue 
for New Zealand. 

In addition, two issues of 150 
million DM each are expected to 
be lannrbed for gi pnmarinnal in¬ 
stitutions, the Inter-American De¬ 
velopment Bank and the World 
Bank. 

In the Canadian dollar sector, 
fbe final 20 million dollars Of the 

six-year issue for Hudson's Bay 
Co. has been completed, lead man¬ 
ager Morgan Stanley said. 

Embond Yields* 

Week Ended OcL 28 

(Ui. Dollars) 


pec ted is a $200-million loan for 
Colombia. 

British banks will be raising 
$620 million for a number of Bra¬ 
zilian projects. The operations are 
part of a 513-billion Anglo-Brazi- 
liaa trade protocol signed last 
week. The syndicated loan will be 
for eight years and carry a ma rgin 
of 2% point over Libor. 

A Franco-Mexi can accord last 
week promised credits to Mexico 
at "favorable conditions." The 
first of these is a 5250-million, 10- 
year loan carrying a margin of % 
point over Libor. Such a low mar , 
gm would be swallowed by banks 
dying to get into the much more 
profitable French-franc credits 
that normally accompany such op¬ 
erations. Nafinsa, the state devel¬ 
opment bank, mil get $150 million 
for nine years, also paying % point 
over Libor. 


France itself is now expected 10 
be able 10 increase the size of the 
standby facility being syndicated 
for Elec incite tie France 10 the tar¬ 
geted S600 milli on from the S500 
milli on offered. 

Elsewhere in Europe, the private 
Spanish power company Fecsa is 
seeking >350 million, the largest 
single Arrowing raised by a pri¬ 
vate Spanish company without any 
special guarantees. The credit is 
split into four tranches: $200 mil¬ 
lion for seven years with interest 
set at a half-point over the U.S. 
prime rate for the first five years 
and % point over thereafter; $50 
million for eight years placed with 
Japanese banks at % point over 
Libor for the first four years and 
then Vi point over Libon 550 mil¬ 
lion equivalent will be denominat¬ 
ed iu pesetas with interest set at 1 
point over the Madrid interbank 
rate for seven years. 

The final $50 million portion is 
expected to be denominated in 
Swiss francs, Deutche marks and 
possibly guilders. These will con¬ 
sist of fixed-rate private place¬ 
ments with mamm ies ranging 
from 8 to 10 years. 

In London, Yugoslavia's nation¬ 
al bank governor Kseme Bogoev 
told a press conference that Yugo¬ 
slavia will seek to tap the market 
at the same terms it paid last year 
— 1% points over Libor — and will 
base the size of the loan on bank¬ 
ers’ response rather than accept a 
substantially higher rate of interest 
to achieve the 5400 million it was 
seeking. 



The multinational 
bank 

for international 
finance. 

Banque EuropOenne de Credit 
Boulevard du Souverain 100 
B-1170 Brussels 
tel. 6604900 tlx 23846 


able at par in the fourth year. 

Ste. Financiers Eurqpeenne, a 


tions. 15.82 % 

Industnals,longterm.... 15.79% 
Industrials, medium term 1635 % 


Paris-based consortium bank, is Industrials, medium term 1635 % 
selling 550 milBon of eight year Canadian dollars, medi¬ 
co tes bearing a coupon set at % urn term. 16.86 % 

point over the interbank rate. French fr. medium term 17.48 % 

In an effort to re-open the Unit of jceJoMtgm 13.96% 

- gorged convertible bond market 

for Japanese issuers. Tokyo Land Market Tmorer 

Corp. plans to offer in the Asia- Week Ended Oct. 30 

dollar market 515 million of 15- (Minions* Liiwumi lluu mim 

year bonds on Nov. 21 under the twoi Donor mnm 

aegis of Arab Asian Bank and Cede! 4,721.9 3,858.4 8633 

Daiwa Securities. Coupon and Eurod. 6,111.7 5,674.7 437.0 


Wa offer term deposit accounts which 
produce maximum interest while at the 
same time giving flexMity of choice 
and absolute security for your money. 
Keep what you have e arn e d and beat 
inflation with the following intere s t rates. 
GUARANIS). 

NET RETURN 

• Minimum deposit equivalent 
£500. 

O Withdrawals in my amount can be ef¬ 
fected on maturity of the agreed notice. 

• interest paid or credited yearly. 

O Amounts quoted are based on 1 year 
fixed lime deposits. 

• All Merest paid is net and without de¬ 
ductions (taxes, etc.) of source. 

• AI h rseoefi ons oorfidenfid. 

• Deposits are uncondfiondly guranrtee d. 
WWte to Manager far further m /banaSon. 


DOUAK (Can.) 19 % 
PESETA (Sp-.) 19 % 
DOUAK (iu.) 18 , 50 % 
SIBLING (£) 15 , 75 % 
francpm) 17 , 50 % 
MARK (DMHfe) 12 , 75 % 
BANC |hH 7 % 


Strata Bufidtefi Society 
9JO. l£l& - OfcraHv 

TeL 72546. Telex: 2297 STRAUS OK I 



Guess whose dividend just went up for the 20th year in a row? 


With the latest increase in the annual dividend rate on our If you don’t already know who we are (or even if you do, but 

common stock, our shareholders who have maintained their invest- would still like to see our latest annua! and quarterly reports) 
ments have enjoyed 20 consecutive years of dividend increases. write to James R. Harvey, 600 Montgomery Street, San Franc 

Our new rate is more than double the rate in effect five years ago. California 941XL 


ranasco. 
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Alfred l&ARunvO 
Allefltwnv M, TtiM 12 
BaM« 1U Colby 6 
Battianvjw.va. 2X Wash. A J*H. 7 
Breckoart S*. 70, BnmMyti C0L8 
Carnwu-Mellen 7. Hiram CeL A 
Cent. Conneetlevt 17, Anurlam IntL 7 
Ciartm si. 2& Indiana, Pa. 13 
Concord 10, Saum, W.VB. 7 
Cornell 22, BueJuMH 115 
Cortland St. 10.Canlslus7 
DeHnvare VaL ft Momfleld St. a 
Cdlnbani SI. 35b Buffalo 0 
Fairmont«. 2X Cent. SUOMo 14 
Frosttwra 51.68. st. Francis. Paso 
Georgetown. D£. 6, COttWIk U.O 

Gettvsbura 31, Moravian 7 
GtaxbaroSt.XKaonO 
Grave Ulv 17, Wavnesbura 14 
Harvard 41, Brawn 7 
Holy Crox 14 Cotombta 7 
Howard U. 49. Norfolk. 5,.2B 
ittncax, Hebert 31 
John* Hopkins 46, Wlkn 13 
Kings Potail3l,Hofstral4 
L«»iwet1e4fcc.W. Part 10 
LelilBti 69, Day wren 7 
L vanning n. junietaio 
Matoe ft Morttwastern 3 
Maine Maritime 35. Boston SL13 
Messaatusetta V. Cormedlcut» 
MOSS. Morftlme A. Framingham SI. 0 
Mercvhurst 26, Nloeera 8 

Mkddtobury 55. HamlKon 0 

Mlllersvllle St. SS. Qtevney SL19 
MontOalr St. X.Trentqn SL X 
MuMcnbere 12, OlCUnson 7 
New Haven 2ft s. Comactlcut X 
N.Y. Tech 11 Iona 7 
Pace XL Marts! 8 
Pittsburgh X. Boston College H 
Plymouth SL 39. W. New England 0 
Princeton XL Pwin 30 
Rhode Island u. New HempeMren 
Rochester 3, Fordham 0 
St. Jota 1 *. NY 40, St PdeTse 
Saiisburv sl Hh DU. of Columbia 9 
Shepherd 35, Glenvflle SL 14 
Shtpocnsbura SL2A CsWonuo,PaU 
Sdofierv Rock 49, Lock Havre SL M 
SpringtleW 7. Norwich A 
SusquehennaTl. Uneola 7 
SwarRtmore 71. Ursinus 18 
Syracuse X. CokmU X 
Tewsoa St.24, Delaware Sf.7 
TrtnHv. Conn. X Coast Guard 9 
Tufts 34. Arnhem 1A 
Waantr 45, Setan Hall 7 
Wesievan X, Dawdoln 73 
w. Chester SL XL E. Stroudsbura 3 
W. VI rondo 20, E. Comma 3 


Reatemann Quitting 
Grand Pra Circuit 

From Agency Dispatches 

BUENOS AIRES — Formula 1 
driver Carlos Reutemann, who 
missed w inning the 1981 world 
championship by a point, has re¬ 
tired from auto racing. 

“I have totally lost devotion for 
Formula 1 driving,” Reutemann 
said during the weekend. Reu- 
temann, 39, has driven for Brab¬ 
ham, Ferrari, Lotus and Williams 
during his 10 year career. He said 
his decision was final. 
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Rogers Shoots Final 76 
Bat Wins in Aust ralia 

The Asso ciate d Press 

SYDNEY — American Bill Rog¬ 
ers survived a 3-over-par 76 m 
Sunday’s final round to win the 
New South Wales Open golf tour¬ 
nament Rogers had led the tour¬ 
nament from the op e ni ng round. 

Rogers finished the four rounds 
with a 7-under 285, beating Aus¬ 
tralian Lysdsay Stephen by three 
strokes. Stephen shot a 71 Sunday. 
Art Russell of the United States (a 
69 Sunday), Peter Senior of Aus¬ 
tralia (a 75) and Sam Torrance of 
Scotland (72) tied for third with 
289 totals. 
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Crossword_ _ By Eugene T. Maleska 



ACROSS 
1 Cutting 
remark 
5 Liqueur 

10 Milwaukee 
product 

14 Addict 

15 John Wayne 
type 

10 Metalliferous 
deposit 

17 Queen who fell 
in love with 
Aeneas 

18 Certain news 
items 

19 Helper 

20 What loud 
noises do to ail 
other sounds 

22 Bare 

24 Aerie or nidus 

25 Migration 

26 Meadowlike 

29 Parachute 

jump 

33 Oodles 

34 Heath 

35 Dinner item 

M Peculiar: 

Comb, form 

37 Ringlets 

38 Scottish 
seaside resort 

39 Homophone 
fora sea eagle 

40 Soviet sea 

41 Martin or 
Canyon 

42 Home of the 
Packers 


44 Bootblack 

45 Sadate 

46 Benumb 

47 Occasional 

50 Flaxen 

54 Nimbus 

55 Bobwhite 

57 Peru was his 
milieu 

58 Algerian 
seaport 

59 Batteiy part 

60 Iota 

01 Vanished 

62 Classed 

63 Memorandum 

DOWN 

1 Melville hero 

2 Saudi Arabian 
province 

3 Fixup 

4 House that 
was a mark of 
wealth in the 
19th century 

5 Fastidious 

6 Contradict 

7 Send forth 

8 Floor 
covering 

9 Those who 
guarantee 

10 An 
Algouquian 

11 Agitate 

12 Icelandic 
literature 

13 Poison Ivy, 

eg- 

21 Loch- 


23 Jane 
Rochester, 
-Eyre 

25 Fish on the 
move 

20 “PeerGym’' 
composer 

27 Electronic 
signal 

28 Blazing 

29 Raid 

39 Firstnameof 
The Veep 

31 Bequeath 

32 Anchorite 

34 Michelan¬ 
gelo’s "Last 
Judgment” is 
one 

37 San Francisco 
attraction 

41 Treat like an 
untouchable 

43 Birthplace of 
Constantine 
the Great 

44 Plastered 

46 Move quietly 
and smoothly 

47 Exhibit 

48 Trim 

49 Author Patou 

50 Stain 

51 ”-each life 

52 Macbethor 
Macduff 

53 Harness part 

50”-Clear 

Day," 1965 
song 


Weather 



HIGH 

LOW 



C 

F 

C 

F 


ALGARVE 

71 

70 

16 

61 

Fair 

ALGIERS 

23 

73 

7 

45 

Fair 

AMSTERDAM 

14 

57 

7 

45 

Fooov 

ANKARA 

16 

61 

2 

36 

Fair 

ATHEN5 

22 

72 

11 

52 

Ooudv 

AUCKLAND 

IS 

59 

10 

50 

CKJUOV 

BANGKOK 

34 

75 

25 

77 

Overcast 

BEIRUT 

25 

77 

20 

68 

Overcast 

BELGRADE 

19 

66 

7 

48 

Qoudv 

BERLIN 

14 

57 

7 

45 

Overcast 

BOSTON 

17 

61 

7 

45 

Cloudy 

BRUSSELS 

16 

61 

8 

48 

Overcast 

BUCHAREST 

16 

61 

B 

46 

Overcast 

BUDAPEST 

IS 

59 

14 

57 

Overcast 

BUENOS AIRES 

17 

63 

5 

41 

RaM 

CAIRO 

31 

08 

16 

61 

Fair 

CASABLANCA 

71 

70 

11 

52 

Cloudy 

CHICAGO 

17 

63 

10 

50 

Rain 

COPENHAGEN 

9 

48 

5 

41 

Cloudy 

COSTA DELSOL 

71 

70 

11 

52 

Fair 

DAMASCUS 

76 

79 

12 

54 

Fair 

DUBLIN 

13 

55 

10 

50 

Cloudy 

EDINBURGH 

10 

50 

5 

41 

Rain 

FLORENCE 

20 

68 

7 

45 

Fowv 

FRANKFURT 

17 

64 

» 

O 

Rain 

GENEVA 

15 

59 

6 

43 

Foooy 

HELSINKI 

4 

39 

0 

33 

Overcast 

HONGKONG 

26 

79 

22 

72 

Overcast 

HOUSTON 

23 

73 

1 

45 

aoudv 

ISTANBUL 

IS 

64 

7 

48 

Ooudv 

JERUSALEM 

21 

70 

10 

50 

Ooudv 

LAS PALMAS 

24 

75 

22 

72 

Fair 

LIMA 

20 

68 

14 

57 

Fair 

US BON 

71 

70 

10 

50 

Fair 

LONDON 

IS 

59 

8 

48 

Overcast 

LOSANGELES 

33 

91 

14 

57 

Fair 



HIGH 

LOW 



C 

F 

C 

F 


MADRID 

23 

73 

6 

43 

Fair 

MANILA 

32 

90 

22 

72 

Cloudy 

MEXICO CITY 

_ 

_ 

11 

52 

aoudv 

MIAMI 

28 

S3 

24 

7S 

Showers 

MILAN 

16 

61 

5 

41 

Foaay 

MONTREAL 

11 

52 

4 

39 

aoudv 

MOSCOW 

8 

46 

4 

39 

Rain 

MUNICH 

14 

57 

ID 

50 

Rain 

NAIROBI 

27 

81 

12 

54 

Claudv 

NASSAU 

28 

BZ 

25 

77 

Cloudy 

NEW DELHI 

28 

82 

19 

66 

Overcast 

NEW YORK 

16 

61 

10 

so 

Ooudv 

NICE 

19 

66 

12 

54 

Fair 

OSLO 

-2 

28 

■5 

Z) 

Overcast 

PARIS 

16 

61 

1* 

57 

Overcast 

PEKING 

7 

45 

0 

32 

Overcast 

PRAGUE 

14 

57 

5 

41 

Overcast 

RIO DE JANEIRO 

26 

79 

20 

to 

Fair 

ROME 

21 

70 

ID 

50 

Fair 

SALISBURY 

28 

82 

14 

57 

Fair 

SAO PAULO 

25 

77 

15 

59 

Foaov 

SEOUL 

15 

99 

2 

36 

Fanny 

SHANGHAI 

U 

59 

13 

55 

Rain 

SINGAPORE 

29 

84 

22 

72 

Cloudy 

STOCKHOLM 

6 

43 

2 

36 

Overcast 

SYDNEY 

26 

79 

16 

61 

Cloudy 

TAIPEI 

31 

86 

23 

73 

Fowv 

TEL AVIV 

36 

79 

16 

61 

Ooudv 

TOKYO 

21 

70 

13 

55 

Fonov 

TUNIS 

24 

75 

15 

59 

Overcast 

VENICE 

16 

41 

7 

45 

Foaay 

VIENNA 

17 

63 

17 

54 

Overcast 

WARSAW 

11 

52 

4 

39 

Cloudy 

WASHINGTON 

19 

66 

10 

50 

Ooudv 

ZURICH 

14 

57 

7 

45 

Fair 


Read hies from Itw previous 2* hours. 
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Moving? 

Make sure theTrib is there to greet you 

No matter where you're going—in Europe, America, Africa. Asia 
or the Middle East—you can subscribe to the world’s only inter¬ 
national daily newspaper. 
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International Herald Tribune: Read in M3 countries around the world 


P 

E 

A 

N 

Li 

T 

S 


HERE WE GO FOR THE 
FIRST HOCKEY GAME 
OF THE SEASON.,, 



lOmuiM 


I CAN SEE MYSELF 
NOW OUT ON THE OU 

PONP racing down the 
ICE WITH THE PUCK. 1 


25^ 




AFTER IT GETS A 
.LITTLE COLPER 









QUESTIONED Sy 
KEITH ABOUT HER 
FEELINGS CONCERN¬ 
ING RfTA CARSON'& 
IMPENDING RELEASE 
FROM THE HOSPITAL. 
MARTHA BECOMES 
EVASIVE/ 


MARTHA, W E'RE 

just talking be¬ 
tween cubseujes' 

THE QUESTION IS 
PURE L> RHETOR- 



T IF W£J? PHYSJC/AN FEELS 
THAT SHE SHOULD BE PIS' 
CHARGED THAT SHOULD 

tell too all you 
weep to kaw/z^i 


1 ^ 


EVEN THOUGH SECOND 
OPINIONS ARE OFTEN 
RECOMMENDED, VETTH- 
MAKE SURE WU GET 
YOURS FROM SOMEONE 
WHO CAN BE OBJECTIVE/ 




D 

O 

O 

N 

E 

S 

B 

U 

R 

Y 


YOU KNOU, fitter, YOU HSAR 
ABMSNmLPmwfM 

PLACES U&MSHimON, 
i BUTYOUNEVER OREAM 


ANYTHING LUOS THAT 



NOT THAT TM SAYING IT AMS 
ANACrOFGODORSOMemuf! 
HELL, NO! I'M RESPONSIBLE 
FOR. mmiDONB. TM TNG 
one aw isr am myself 


AND MY FAMILY. 




GUESS am 



BOOKS—_-__— 

MX 

Prescription for Disaster 
By Herbert Scoville Jr^ 218pp. S6.95, paperback. 
M.S.T. Press, Cambridge, Mass. 02142. 
Reviewed by Jack Burby 


H erbert scoville may not 
lead the United States out of 
the woods of the MX missile debate, 
but he certainly leads a reader 
through those woods better than any¬ 
one else in print. 

How is it possible that the United 
States and the Soviet Union — after 
three terrifying decades of scrambling 
to reduce the danger of nuclear war — 
wind np one small step from increas¬ 
ing the danger? Scovule explains. Is 
there a way out? He thinks so. 

The answers are presented in a 
crisp, surgically passionate, always 
scary but oddly hopeful 218 pages 
fplus a glossary of such crucial phras¬ 
es as "countersiJo capability 1 ") of su¬ 
perbly simple writing on one of the 
world's most complex subjects. 

Scoville advocates aims control, but 
he has not written any hand-wringing 
appeal to throw down the guns. His 
message is that the United States may 
or may not need one more generation 
Of bigger, more powerful nuclear mis¬ 
siles but that it does not need the MX 
buried where the Pentagon wants to 
put it. 

Deployed that way, he says, the 
MX is fatally flawed on the only point 
that argues for a new weapons system 
of any kind: It would not survive a 
first strike by Soviet intercontinental 
warheads. 

Worse, Scoville says, the MX sys¬ 
tem the Pentagon wants could, itself, 
wipe out the land-based nuclear arse¬ 
nal in Russian silos; for that reason. 


Solution to Friday's Puzzle 


□□□□□ □□□ oaniE 
□eqqd □□□□ cannn 
HOdDDEansa nana 
ncaaona □□□□ 
ded □□□□ aanaao 
□□□□□□ □□□□□ 
qddeeo □□□□aaao 
□□□□ □□□□□ □□□□ 
□□BQDEOE GBOC3QD 
□DBQO CH300BE 

□□□□□□ ontno □□□ 
□□eg □□aanaa 
□ana cnnaannaaD 
□□□□ Gann snaaa 
DDna naa □□□□□ 


MX might make the Soviets more, 
rather than less, likely to launch a first 
strike — in panic over an outbreak of 
fighting in Europe or a phony blip on 
a radar screen. 

What makes "Prescription for Dis¬ 
aster” a treasure is that Scoville writes 
not for other nuclear experts — as do 
-most other nuclear experts — but for 
those of us whose grasp of global nu¬ 
clear strategy extends barely beyond 
knowing how to Face up Army boots!- 

Scovule starts at Alamogordo and 
traces the steps and sidesteps that car¬ 
ried the superpowers more or Igss 
safely into the 1980s, each following 
what passes for logic in the nuclear 
age. _i 

World Is Relatively Safe 

The logic is as follows: The world.is 
relatively safe as long as neither side 
believes it could launch any of its mis¬ 
siles without having miss iles come 
crashing back in retaliation. The cer¬ 
tainty of punishment keeps fingers 
away from triggers and as many as 
ISO milli on people alive at each end of 
the nuclear arc. 

The logic is breaking down. With 
every improvement, the superpowers 
have moved closer — sometimes by 
accident — to an array of weapons 
that could destroy the other's power 
to retaliate. In. theory, that would be 
the case sometime in the 1980s, when 
the Soviets could destroy all U.S. 
Minuteman missiles in their silos with 
multiple warheads. 

The MX missile is the Pentagons 
answer to that Soviet edge. Scoville 
thinks the way out is small subma¬ 
rines, cruising dose to UJS. shores, 
carrying either new MX missiles or 
missiles already aboard the growing 
fleet of U.S. missile-launching 
submarines. 

Obviously, nuclear strategy is more 
complicated than that and Scoville 
uses every last one of the 218 pages to 
make it seem simple. The timing of 
publication could not be better. You 
can make your own decision by read¬ 
ing this important book. . 


Jack Burby wrote this review for The 
Los Angeles Times, where he is an edi¬ 
torial writer. 


Chess 


By Robert Byrne 


T HE trouble with a gambit is that 
one man's sacrifice is another" 
man’s gain of materiaL Most players 
may be intimidated by a gambit, but 
some are glad to go a pawn or a piece 
ahead and face die task of defense 
with a mood of cool optimism. 

That is how Florin Gheorghiu, a 
Rumanian grandmaster, dealt with 
the gambit thrown at him by Gyula 
Sax, a Hun garian grandmaster, in the 
first round of the Hoogoven Interna¬ 
tional Tournament in Wijk aan Zee, 
the Netherlands. 

It would not be in character for Sax 
to play the tame 7 B-K2, but 7 P-KN4 
ts heavily committing to an all-out at¬ 
tack. It must not be taken lightly by 
7 . . . P-K4?!; 8 N-B5, P-KN3 be¬ 
cause 9 P-N5, PxN; 10 PxP! (to back 
off by 10 PxN?, P-B5; 11 B-Q2, N-Q2 
would be to lose the foremost KBP 
for nothing), P-Q4 (retreat with 
10 . . . N-Nl grants White powerful 
attacking chances, for example by 11 
N-Q5, N-Q2; 12 Q-B3, N-K2; 13 B- 
N6!, QxB; 14 NxQ, NxN; 15 P-B6, N- 
B3; 16 Q-QN3, N-4J2; 17 B-B4, N- 
Q5; 18 BxPch, K-Ql; 19 Q-QB3); 11 
Q-B3I, P-Q5; 12 00-0, Q-R4; 13 PxN, 
PxN; 14 B-QB4, threatening 15 
BxPchl, is perhaps impossible. for 
Black to meet 

Therefore, Gheorghiu followed a 
Irfan developed by Lev Polugayevsky, 
7 . . . P r R3; 8 Q-B3, QN-Q2; 9 Q- 
R3, P-K4!; 10N-B5, P-KN3, with the 
point that 11N-N3 (11 NxP, BxN; 12 
BxB, N-B4; 13 Q-R4, BxP leaves 
White in an uncomfortable pin), N- 
N3; 12 P-B3, P-KR4 force. White into 
a difficult defense of his lringside. 

Sax reinstated the gambit idea with 
11 P-N5, PXN; 12 PxBP, but under 
less - favorable conditions since the 
black QN was already mobilized. 
Thus, Gheorghiu could afford to play 
12 . ... P-Q4; 13 0-0-0. P-QS; 14 
PxN, PXN because after 15 B-QB4, 
the threat of 16 BxPch was killed by 
15 . . . QxP. 

Sax tried to take advantage of the 
black king position by advancing with 
16 P-B4 to open central : lines, but 
Gheorghiu efficiently furthered his 
lagging development by 16 . . . N- 


GHEORQtffiJ/BUCK 



SAX/WHITE 


Position after 16 PS4 

B4!; 17 KR-K.1, BxP; 18 Q-N2, B-K5* 
19 Q-N3, N-K31 which led to a hope¬ 
lessly blocked king file after 20 PxF, 
0-N3. :: 

While the outlook for Sax’s attack 
was dismal, he should still not hav£ 
reduced material by 21 BxN?!, PxPefi: 
22 KxP, PxB. After 23 Q-B4, R-Bl. 
longer needing any special defensive 
measures, Gheorghiu had already be^ 
gun to counterattack. 

Having used up his time in the at¬ 
tempt to penetrate the impervious 
Black position. Sax erred with 24 R*- 
Q27! This permitted 24 . . . B-NS, 
when 25 R-KN1, Q-B4 would eithfer 
force the exchange of queens or a dev¬ 
astating gain of materiaL His over- 
steppiug of the time limit at the 25$) 
move was a merciful end to his strug¬ 
gles. 


SZCUZAN DEFENSE 




UWW P-4J3 Z 
14 PxN PxN .. 
I934B4 QxP > 
1BP-B4 «-W * 
17K3Wn BxP - 

sp SS: 

n BxN 

212CXP E *B Z 
Z3Q-B4 * 

MR-Ql B-N5 ; 
Forfeit 


RADIO NEWSCASTS— 

BBC WORLD SERVICE 


THAT SCRAMBLED WORD GAME 
by Henri Arnold and Bob Lee 


DENNIS THE MENACE 


Unscramble these four Jumbles, 
one letter to each square, to form 
four ordinary words. 


RICLY 



□ 

□ 

□ 

ml 


GNUST 



IT 

U 

u 


BOEDUL 




a_ 



SPEGOL 


ZELj 

m 


f WHAT THE PFH&ONEK 
WHO AAAC7E MUSIC 
IN HIS CELL MUST 
HAVE 3EEN. . 


gesied by the above cartoon. 


A “ DGra-dD' 


urday's 


(Answers tomorrow) 
Jumbles: BILGE MOTIF LOTION FINISH 
Answer How people who live ''loose'' lives some¬ 
times end up—"TIGHT" 
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By Steve Hcrshcy 

Il'iuAfagnn Pm Service 
WASHINGTON — With sala- 
s continuing to increase and a 
miber of teany floundering 
lanciaily. National Basketball 
ssocution officials are hoping 
at pay television win provide a 
crative lifeline for the league; 
•‘Right now. the salaries are es- 
ilatmg quicker than the revenue 
om cable, but hopefully, down 
«road, cable will be a source of a 
rge part of our income,’’ said 
od Thom, general manny * of 
>c Chicago Bulls, 

Several years ago, only Ted 
umer, with his superstauen in 
tiaota, Madison Square Garden 
New York and PRISM, based in 
hiladdphia, offered a television 
ackage that included home 
rates. Now that cable TV is ex- 
'■ an ding to all parts of the country, 
tore NBA teams are investigating 
ie financial ramific ations trf 
devising home games for a fee. 

Major Expe rim ent 

Seattle is-undertaking a major 
xperimeul, offering its emire90- 
arue schedule (exhibition and reg- 
lar season) for $120 per rca- 
ence. The subscriber also gets 
120 worth of coupons tha t can be 
^changed for game tickets. 

Zollie Volchok. team president 
nd general manager, said the 
able operation will cost the chib 
1.2 million. The SuperSomcs will 
ave to sell 12,000 subscriptions to 
reak even. 

“We’re between 9,000 and 
0.000 right now,” said Lloyd Coo- 
iey, the team's director of broad- 
asting. “Things are picking up 
very day, but to be honest, we're 
Usaggointed. 1 thought we’d do 

Seattle officials expected better 
esults because of the team's prov¬ 
en popularity — the Sonics have 
ed the NBA in total attendance 
or three straight seasons. 

After defeating the Washington 
3oDds to win the championship in 
1979, the Sonics set a league 
-econd by averaging 21,725 fans 
xr game the Following season. De¬ 
spite the absence of holdout Gus 
Williams and irguries suffered by 
Paul Westpbal and Lonnie Shel¬ 
ton, the Sonics attracted on avera¬ 
ges 16,466 fans per game last sear 
son while finishing last in the Pa¬ 
cific Division. 

“I firmly believe that cable is the 
trend for die future," said Cooney, 
who has spent the last 26 years in 
. broadcasting, Tm sure there are 
- 7-22 other teams out there watching 
to see bow we do.” 
a Assuming that l8of the 23 NBA 
. teams lost mosey last season, as 
I many in the league believe, it is 
j easy to understand why every team 
; is investigating this possible source 
of revenue 

Even die Celtics 

The defending champion Boston 
i Celtics already have sold 13,000 
1 season tickets in their antiquated 
15.320-seat arena and could sell 
out every game despite die many 
ubstnicted-vtew seats. Still, they 
are getting involved in cable. 


PRISM, the company that oper¬ 
ates a sports chann el in the Phila¬ 
delphia area, has put together a 
package that includes 25 Celtic 
home, games. Big East college bas¬ 
ketball, Hartford Whaler hockey, 
horse racing and movies. 

Turner was the pioneer in the 
Held. One reason he purchased the 
Atlanta Braves and Atlanta Hawks 
was to ensure a source ofprogram- 




Ncts’ Mike O'Korea battled New York Knkk Michael Ray 
Richardson for the ball fat Friday's NBA opener for both teams. 
The Knicks won, 103-99; Maurice Lucas, recently traded by New 
Jersey, scored a game-high total of 25 points fur the winners. 

NBA Standings 
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Miami Jolts Penn State, 17-14 


cations Commission lifted the ban 
on relay satellites, Turner began 
showing all the Hawk games. His 
station reaches every state, and 
suddenly people jokingly were call¬ 
ing the struggling Hawks "Ameri¬ 
ca’s Team.”^ 

To prevent the Hawks from in¬ 
fringing on other teams* territories, 
the NBA has restricted the number 
of g a m es a team can broadcast. 
Hus year the Hawk televison 
- sc hedule has been reduced from 60 
games to 50. 

"We don’t believe that televising 
home games affects the attendance 
that much,” said Michael Oglesby, 
manager of public relations at 
Tumors station. “Everybody ex¬ 
pects the home games to be on 
television, but weather isn’t a fac¬ 
tor, and if people want to see alive 
event, they go to the arena.” 

By'contrast, many believe that 
Philadelphia’s disappointing atten¬ 
dance Last season resulted from the 
televising of so many home games 
on cable. The 76ers* average atten¬ 
dance was only 11,447, despite the 
fact that it had a 62-20 record. 

Phoenix is the only team that 
has protected itself against a de¬ 
cline in attendance, with a 13-year 
deal just concluded with American 
Cable Corp. In addition to an in¬ 
flation-prom rights payment, the 
cable system is guaranteeing the 
Suns gate receipts from 11,000 are¬ 
na tickets this season, 12,000 next 
year and 13,000 for every year 
thereafter for the life of the con¬ 
tract. This year, for example, if 
6,000 show up far a game, the Suns 
still would be guaranteed the reve¬ 
nue for a crowd of 11,000. 

New York Knick home games 
have been carried an MSG for 13 
years and have earned a tidy prof¬ 
it. The games are part of an enter¬ 
tainment package and the team is 
paid for each MSG subscriber. 

“We have 44 cable systems that 
carry our games,” said Harvey 
Greene, a network spokesman. 
"We cover a 75-mile radius and 
have 1.2 million subscribers. This 
year we’re carrying 125 events, in- 
duding all the Knicks’ home 
games except one that CBS is 
doing.’’ 

In Chicag o, the Bulls, the White 
Sox and the Sting (the city's pro¬ 
fessional soccer team) recently 
signed a cable contract that wifi 
begin next baseball season. 
Sports Vision will seQ the package 
to each household for £21.65 a 
month. 

. For the financially troubled 
Washington Bullets, there will be 
no cable contract in the near fu¬ 
ture. “The theory here is that there 
just aren’t enough subscribers in 
this area right now,” said General 
Manager Bob Ferry. “Wejust have 
to wait until the system expands.” 



From Ageney Dispatches 

MIAMI — Penn State, ranked 
No. 1 by both major college foot¬ 
ball polls, was upset Saturday by 
Miami, 17-14. before 32.117 Fans 
in the Orange Bcmd. 

Jim KeOy threw a touchdown 
pass for 80 yards, then passed for a 
2-point conversion, and Dan Mil¬ 
ler kicked three field goals to give 
the Hurricanes a 14-0 half Sue 
lead. 

Penn State scored two touch¬ 
downs in the fourth quarter and 
was heading for a possible winning 
score. But at the Miami 25-yard 
line, Jon Williams fumbled a han- 
doff from Todd Blackledge, and 
Tony ChidoDo recovered to pre¬ 
serve the biggest victory in recent 
Miami football history. 

“This is the greatest win we’ve 
ever had,” exulted Harry Mailing, 
Miami’s athletic director. “I’m 
ecstatic.” 

Coach Howard Schndlenberger 
said quietly, however, that he fell 
lucky to escape with the victory. “I 
have to say that 1 put Penn State in 
the same category that I’ve put my 
own football team in so many 
times,” he said- “They weren’t 
beaten out there, the clock ran out 
ou them.” 

The Nittany Lions launched a 
final drive from their 32. Black- 
ledge passed 12 yards over the 
middle to Williams for a first 
down at the 44. But the rally died 
on the next play, as Miami safety 
Fred Marion picked off a Black- 
ledge pass intended for Williams at 
the 10. A Hurricane linebacker 
bad tipped the pass, intercepted 
with 1:15 logo. 

Kelly had been expected to give 
Penn State troubles with his pass¬ 
ing, and did just that. In the sec¬ 
ond quarter he connected with 
Larry Brodsky on an 80-yard 
touchdown pass. Brodsky caught 


Miaou's Fred Marion exults after intercepting a Penn State pass in the game’s waning moments, touchdown pass. Brodsky c 

49ers Win 6th Straight, 17-14, OverSteelers 


From Agency Duptacka 

PITTSBURGH — Joe Montana 
survived two costly interceptions 
and engineered the winning touch¬ 
down drive in the fourth quarter 
’Sunday to lead the National Foot¬ 
ball League's San Francisco 49ers 
to their sixth straight win, 17-14 
over the Steders. 

After Pittsburgh's sixth turn¬ 
over, Montana took his team 43 
yards in nine plays to regain the 
mad with 5:35 r emaining . Walt 
Easley scored from 2 yards out to 
cap the drive, set up after rookie 
Carlton WHHamson intercepted a 

'rhe Steders hiuftaken a 14-10 
lead into the fourth period. 
Comerback Md Blount had re¬ 
turned a Montana interception 50 
yards for a touchdown and line¬ 
backer Jack Lambert indeed off 
another pass to set up the second 
Steder score. But Montana, who 
had thrown a club-record 122 pass¬ 
es without an interception until 
Blount’s, came back to rally the 
49ers, now 7-2 on the year. 

San Francisco converted two 
Pittsburgh turnovers into 10 points 
within a 29 second span late m the 
first half. Montana hit Chaxie 
Young with a 5-yard touchdown 
pass, the score coming with 32 sec¬ 
onds left in the half and capping 
an 8-play, 46-yard drive set up by 
Eric Wright’s interception. 

Frank Pollard fumbled on Pitts¬ 
burgh's first play from scrimmage 
following the kickoff; Williamson 
recovered at the Steder 29. Two 
plays later, with three seconds left 
■until halftime, Ray Werscbing 
kicked a 45-yard mid goal, his 
jongestof the year. 

Dolphins 27, Cote 10 

In Miami, quarterback David 
Woodley threw for two touch¬ 
downs and ran for a third as the 
Dol phins unloaded on Baltimore, 


Austins Bailies, 
Beats iVavratUova 

The Associated Pros 

STUTTGART — Defending 
champion Tracy Austin overcame 
Martina Navratilova, 4-6, 6-3, 6-4, 
to win a Grand Prix tennis tourna¬ 
ment here Sunday. 

Navratilova displayed a power¬ 
ful net game to take the first set in 
42 minutes. But thereafter, Austin 
switched to slower, higher shots 
and Navratilova made several er¬ 
rors of judgment. 

Van Patten Wins 

TOKYO (AP) —Vince Van Pat¬ 
ten of the United States beat Aus¬ 
tralian Marie Edmondson, 6-2,3-6, 
6-3, to win a professional tourna¬ 
ment here Sunday. Van Patten had 
eliminated top-seeded John McEn¬ 
roe in the semifinals. 


Vines Upsets Fortes 

PARIS (AP) — Unseeded 
American Marie Vines scared an 
easy 6-2, 64, 6-3 victory to upset 
Pascal Portes of France and wm a 
professional indoor tournament 
here Sunday. 
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27-10, handing the Colts their 
eighth straight loss. 

Woodley, intercepted five times 
while passing for 408 yards in a 28- 
27 loss against Dallas^ last week, hit 
14 of 25 passes for 164 yards, with 
no inter cep tions. He ran 3 yards 
an a draw for the first score late in 
the opening quarter. 

The 1-8 Colts went 80 yards af¬ 
ter the foil owing kickoff to tie the 
game on Bert Jones’ 5-yard scoring 
pass to Dan McCauley. Woodley 
went right back to work on a de¬ 
fense that had yielded 126 points 
and more than 1,500 in its previ¬ 
ous three games. The 6-2-1 Dol¬ 
phins moved 80 yards in 12 plays, 
taking a 14-7 lead after Woodley 
hit Dune! Harris with a 22-yard 
pass. 

Bengals 34, Oilers 21 

In Cincinnati, Ken Anderson's 
pinpoint passing triggered a 24- 
point second-quarter scaring spree 
that propelled the Bengali to a 34- 
21 victory over Houston. Ander¬ 
son tossed three-touchdown passes 
— two of them in the second quar¬ 
ter — as Cincinnati won for the 
first time in its seven outings 
against the Oilers. 

Anderon, who completed 21 of 
30 passes for 281 yards, threw 
scoring strikes of S yards to tight 
end Dan Ross and 18 yards to 
rookie Cris CoHinsworth before 
the half, and then hooked up with 
Ross on a I4-yarder in the third 
quarter to build a built a 34-7 lead. 

Houston running back Earl 
Campbell pulled a hamstring mus¬ 
cle in the first half and was re¬ 
moved from the game. Campbell 
gained 74 yards in 14 carries, the 
first time the Ben gals have held 
him under 100 yards r ushing. 


Buccaneers 20, Bears 10 

In Tampa, Fla., tight end Jim¬ 
mie Giles caught a Doug W iTHams 
pass and ran 60 yards on an 81- 
yard scoring play and Williams 
added a 51-yard scoring pass to 
Kevin House to lead the Buc¬ 
caneers to a 20-10 triumph over 
Chicago. 

Rookie placekicker Bill Capece 
hit field goals of 46 and 30 yards, 
the latter set up by a Bear fumble 
in the final moments of the game. 

The Bears opened scoring with a 
40-yard field goal by John Roveto 
on their first possession. But they 
were undone by die Bugs’ big plays 
and their own mistakes until a 
pass-interference call in the end 
zone helped set up Waller Payton’s 


1-yard touchdown plunge in the 
fourth quarter, making it 17-10. 

The Bears had a chance to tie: 
Quarterback Vince Evans threw a 
37-yard pass to wide receiver Ric¬ 
key Watts at the Tampa Bay 48 
Tampa — but Watts fumbled 
when hit by comerback Norris 
Thomas and teammate Mike 
Washington recovered 33. 

An apparent 10-yard touchdown 
pass from Williams to House was 
ruled out of bounds, and Tampa 
Bay settled for Capece’s 30-yard 
boot with 3:40 left 

Tampa halfback Jetty Eckwood 
gaited 110 yards on 21 carries, 
while Payton had 92 yards on 30 
carries. 


the ball at the Miami 48 and 
outran all defenders. Kelly then 
passed to Mike Rodrigue for his 2- 
point conversion and a 14-0 lead 
that held to intermission. 

The big surprise was the Miami 
defense. Led by Bob Nelson, one 
of two excellent tackles, the Hurri¬ 
canes controlled a team that had 
averaged 440 yards on offense. 
Nelson made the most important 
tackle of the first half when he 
slopped Curt Warner. Penn State’s 
star tailback, for a 3-vard loss on 
third down at the Miami 2 in the 
second quarter. Brian Franco had 
to try a 21-yard field goal from a 
severe angle, and hooked the ball 
to the left. Warner was hurt on a 
later play and left the game limp¬ 
ing. He did not return. 

Penn Stale struck in rapid suc¬ 
cession. Blackledge completed a 
drive by passing to Mike McCIos- 
key for a 13-yard touchdown. On a 
2-point conversion attempt. Black- 
ledge’s pass was incomplete and 
the score was 17-6. Miami's Smok- 
ey Roan fumbled on the first series 
of plays after the ensuing kickoff. 
The Lions recovered at the Miami 
26, and Blackledge did it again. 

Pitt 29, Boston College 24 

In Boston, Dan Marino passed 
Tor two touchdowns and ran for a 
third as Pittsburgh survived a pair 
of fourth-quarter scares to beat 
Boston College, 29-24, for its 14th 
straight victory, the longest win¬ 
ning streak among major coDeges. 

With scouts from the Fiesta 
Bowl looking on, the Panthers 
built a 29-10 lead through three 
quarters, and then held off a furi¬ 
ous Boston College rally led by 
freshman quarterback Doug Flu- 
tie. 

Flutie passed for 347 yards and 
two fourth quarter touchdowns. 
But after moving inside the Pitt 10 
twice in the final quarter, the Ea¬ 
gles came up empty. 

use 4L Washington St 17 

In Los Angeles, tailback Marcus 
Allen scored four touchdowns and 
rushed for more than 200 yards for 
a record sixth time this season to 
lead Southern California to a 41-17 
victory over over Washington 
State, handing the Cougars their 
first loss of the year. 

Allen, the ' nation's leading 
rusher, scored on runs of 18,1 and 
1 yards and caught a 17-yard pass 
for his fourth score. The six 200- 
yard games set a National Collegi¬ 
ate Athletic Association single-sea¬ 
son record, breaking the mark set 
previously by Ed Marinaro of Cor¬ 
nell. 

Qemson 82, Wake Forest 24 

In Clemson. S.C., Chuck 
McSwain scored three touchdowns 


and Cliff Austin and Perry Tuttle 
added two apiece in leading Qem¬ 
son to an 82-24 rout of Wake For¬ 
est. The Timers scored the mosi 
points ever in an Atlantic Coast 
Conference game. 

Illinois 24, Iowa 7 
In C ham paign, Il!_ the Til ini, led 
by quarterback Tony Eason’s 263 
yards and two touchdown passes, 
capitalized on crucial Iowa errors 
to upset the Hawkeyes, 24-7. 


In Minneapolis, Steve Smith 
passed for 237 yards and three 
touchdowns, and Butch Woolfolk 
passed the 1,000-yard rushing 
mark to lead Michigan to a 34-13 
victor/ over Minnesota. 

Smith, a sophomore, completed 
13 of 20 passes, including eight to 
wide receiver Anthony Carter for 
154 yards. 

Ohio State 45, Purdue 33 

In West Lafayette, IndL, Art 
Schlichier threw for three touch¬ 
downs and ran for another to pace 
Ohio State to a 45-33 victory over 
Purdue. 

The Buckeye victory spoiled a 
strong performance by Scott 
Campbell, the Purdue quarter¬ 
back. The sophomore completed 
31 of 52 passes for 516 yards and 
three touchdowns. The yardage to¬ 
tal broke Mark Herrmann’s record 
of 439 yards set against Iowa last 
year. 

Michigan State 26, Indfana 3 

In East Lansing, Mich., Morten 
Andersen kicked four field goals to 
become Michigan State’s all-time 
scoring leader, and John Leister 
threw two touchdown passes to 
lead the Spartans to a 26-3 victory 
over Indiana. 

Andersen hit on field goals of 
25, 38, 23 and 20 yards to pass 
Hans Nielsen as MSU’s scoring 
leader with 242 career points. The 
soccer-style kicker, a native of 
Denmark, also passed Tom Har¬ 
mon of the University of Michigan 
to become the No. 4 scorer in Big 
Ten history. 

Notre Dame 38, Navy 0 

In South Bend, Ind_, quarter¬ 
back Blair Kiel threw for two 
touchdowns and ran for another in 
the first half to power Notre Dame 
to a 38-0 rout of Navy. 

Yale 24, Dartmouth 3 

In New Haven, Couil, John Ro- 
gan threw two touchdown passes 
to Curt Grieve, and tailback Rich 
Diana collected 90 yards rushing 
to lead Yale to a 24-3 Ivy League 
victory over Dartmouth. 
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Joe Montana 


Tiny U.S. School 
Keeps Tradition 
Intact — at 0-44 

United /Vcs s Iniemazionol 

ENSIGN, Kan. — For the II 
football players of Ensign High 
School, losing is not everything. 
It’s the only thing. 

The Wildcats, who have lost 
this season by such scores as 
52-0. 52-8 and 52-6, currently 
sport as 0-7 record. Their last 
victory came five seasons ago. ! 
Since then, h’s been 0-44. 

“My kids have never quit," 
says Wild cal Coach Ch arles 
Fisher. “We’ve gotten quite a 
bit of press about our losing, 
and that kind of rubs salt in the 
wound, but we’re not any dif¬ 
ferent from any other team. 
We’re no pushovers. We just 
haven’t been privileged enough 
to win." 

Ensign, with only 31 stu¬ 
dents. competes in the state 
eight-man division. Of the II, 
four are freshmen and three 
sophomores. There’s just one 
senior on the team — the only 
senior boy in the sefaooL 

“The people are really proud 
l of these Idas," Fisher said of 
the town’s support. “Despite 
the press arm the record, 
they're behind these lads.” 

On some Friday nights. En¬ 
sign plays with less than a fnB 
team because of injuries or ill¬ 
ness. In several games last sea¬ 
son, the Wildcats had to play 
six- against-dgh I became of in¬ 
juries and finished one game 
with just four players on the 
field. 

Despite the lopsided scores, 
Fisher says his team has played 
fairly well this year. Recently 
the Wildcats were down, 28-24. 
going into the fourth quarter. 

But with almost every player 
going both wavs, fatigue finally 
caught up to them and they fell 
a gain, this time 52-24. 

Things haven’t always been 
like that in tins town 12 mQes 
southwest of Dodge City. In 
fact, when Fisher played for the 
Wildcats in the late 1960s, the 
team was a virtual powerhouse 
— losing only three games in a 
four-year span that included 
one undefeated season. 


Romania Wastes 
Chances, Loses to 
France in Rugby 

From Agency Dispatches 

NARBONNE, France — 
Romania, seeking its first rugby 
test match victory in France since 
the two countries’ series began in 
1924, wasted scoring chances in 
the final minutes Sunday and lost, 
17-9, by two tries, a drop and two 
penalties to three penalties. 

The Romanians, who beat 
France in Bucharest last year, 
came back from 14-0 to 14-9 and 
ran two penalties near the French 
line in the dosing minutes, but the 
French defense hdd and a last-sec¬ 
ond penalty by fullback Serge Ga- 
bemet padded the margin. 

Ion Constantin accounted for 
Romania’s points. The French 
tries were scored by Pierre EHs- 
salde and Serge Blanco. Gabemet 
kicked an early penalty and Guy 
Laporte kicked the drop that put 
France 14 points ahead. 

The eight-point winning marg in 
was the same as New Zealand’s in 
the All Blacks' 14-6 defeat of 
Romania in Bucharest the week¬ 
end before. Robert Paparemborde 
captained France in the absence of 

Jean-Pierre Rives, not yet match 

fit after shoulder surgery in July. 

In Clermont-Ferrand Saturday, 
the All Blacks — with captain 
Graham Mourie returning after in- 
juiy — beat a French selection, 18- 
10. They had won the first match 
of an eight-match French tour, 15- 
13, in Strasbourg Wednesday. The 
tests are on Nov. 14 in Toulouse 
and Nov. 21 in Paris. Meanwhile, 
after 2 Wednesday match in Gre¬ 
noble, the tourists are to face the 
French Barbarians led by Rives in 
Bayonne next Saturday. 

fn Cardiff Saturday, Australia 
eked out a 10-9 victory over Wales 
B, after losing twice, drawing once 
and beating Oxford University in 
the first four matches of a 24- 
match tour that ends in January. 

Surgery for Brums’ Craig 

The Associated Press 

BOSTON —Goalie Jim Craig of 
the Boston Bruins has undergone 
surgery for removal of a growth in 
his right shoulder. Friday’s opera¬ 
tion was termed “a co mp lete suc¬ 
cess" by a physician for the Na¬ 
tional Hockey League team. 


By Jim Murray The late Larry MacPhafl, then 

Las Angeles Tones Service owner of the Dodgers, railed that 

NEW YORK — Every ballpark ^ Sl doctor was trying to 
in America is his monument. h®ip!_!he Cardinals’ pennant drive 

Harold Patrick (Pistol Pete) Re- ^ cautioning Reiser. So Reiser vo- 
iser ran into his last wall the other Iun “^ . to P^- ~ T was ve Ty 
day and the grand old game lost weak ' Reaser recalled many years 
one of its lovely people; later in spring training as a Dodger 

In every ballpark, there is a Even the umpires took to 

shaved portion of the outfield wanting the Dodger bench to get 
about 4 feet out from the fences. Rdser oat of there, that he wasn’t 
This is the wa rning track, the Pete se ® n S the ball wcIL “He’ll get 
Reiser Memorial. When an out- hurt,” umpire Babe Finelli predict 
fielder’s feel hit it as he’s looking , 

skyward for a line drive, it tells . Rejsers average plummeted. So 
him he’s entering fractured-skull ^id the Dodgers’ pennant chances, 
land. Crash ahead. The >' New their huge lead, lost the 

Reiser would be in the Hall of to the Cardinals. “I cost the 
Fame today if they had warning team the pennant,” Reiser 
tracks when he was playing. No uioumeiL “They wot 104 games!" 
one played the game with more someone remonstrated, 
daring and verve. No less an au- 

rhority than Leo Durocher once EvenatEbbeis 

said Reiser was the best young The next time Reiser ran into a 
ballplayer he’d ever seen when he wall was in center field at Ebbets 
came up to Brooklyn in the early Field, the Dodgers’ home park in 
1940s. „ , Brooklyn. “1 had forgotten Branch- 

One afternoon m late July, 194Z Rickey had removed 40 feet of 
the Dodgers, r unnin g away with center field to put in seats," he was 
the National League race, came to recall years later. He hit the wall 
into Sl Louis for a doubleheader, and was paralyzed for 10 days. 
Pistol Pete was on a tear 19 hits As soon as he could move. Re¬ 
in his previous 21 at-bats, hitting iso- rgoined the dub. In Pitts- 
380 and about to hit .400. burgh n fipfa. There, running in the 

In the second game of the dou- outfield, he collided with pitcher 
bleheader that day, a SL Louis Clyde King. Again he was knocked 
baiter, Enos Slaughter, ripped one 0 uL 

out over Reiser’s head m center Two years later, he was sitting in 
field. It was the 13th inning and a hotel with Reese. The Dodger 
the park was d ark . Reiser took off shortstop pointed to Reiser's scalp- 
after iL He gpt a glove on iL Then “What’s that bubble in your 
he careened around the flagpole head?" he wanted to know, 
and slammed his hatless head into What it was was a blood cIol 
the center-field fence. He dropped He had had it since hitting the wall 
the ball. Somehow he picked it up in Brooklyn. Reiser was flown to 
and threw it to the cutoff m a n . Pee Baltimore and operated upon. 

Wee Reese. I say "somehow” be- He was never the same player, 
cause Reiser had just fractured his He batted 394 lifetime, which 
skuIL He passed out as he threw would make him a million-dollai 
the balL ballplayer today, but that was so- 

Bear in min d, this kind of hustle so for Lhe kind of player Reiser re- 
was on a team that seemingly ally was. 
couldn’t be caughL 

Reiser was told by the doctor, One-Legged 

Robert Hyland crf SL Louis, not to That he still stiu 
play the rest of that season. But hearts of rival mam 
Reiser signed hims elf out of the pie who had to pih 
hospital two days later and went to illustrated in the I* 

Pittsburgh, where the Dodgers ties, the second bet* 
were playing a series. In the sev- ees and Dodgers. R 
enth inning. Pistol Pete was called ankle sliding into se 
out of the stands by his manager, the fourth game, the 
Durocher, and put into uniform, Bevens was pitching 
In an extra inning , he went in to with two out in the 
pincb-hiL He singled in a run, ran ninth. He walked / 
to first—and fainted. his 10th base on bal 
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One-Legged Wonder 

That he still struck awe in the 
hearts of rival managers and peo¬ 
ple who had to pitch to him was 
illustrated in the 1947 World Se¬ 
ries, the second between the Yank¬ 
ees and Dodgers. Reiser broke an 
ankle sliding into second. Then, in 
the fourth game, the Yankees’ Bill 
Bevens was pitching a no-hit game 
with two out in the bottom oF the 
ninth. He walked A1 Gionfriddo, 
his 10th base on balls of the game. 


NHL Standings 
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Pete Reiser 

...In 1947. 

The Dodger manager, Burt Shot- 
ton, sent Reiser up to baL Broken 
ankl e and all. 

Gionfriddo stole second. And 
then the Yankee manager. Bucky 
Harris, paid Pistol Pete the ulti¬ 
mate baseball compliment. He not 
only walked him, he also put the 
winning run on base, the car dinal 
sin of managing. The next batter 
Cookie Lavagetto, hit a double 
and scored Gionfriddo and the 
man who pmch-ran for Reiser, Ed¬ 
die Mlksis. Harris lost the gmw 
but his explanation was succinct: 
“Even on one leg Pete Reiser is a 
better hitter than most guys on 
two." 

Reiser was a marvelous compan¬ 
ion on train and bus trips and trips 
to church over the years. Reiser 
had a bum ticker ana knew II But 
he laughed over his benighted ca¬ 
reer in the game. “You run into 
two lousy walls in your lifetime 
and right away you’re Eve! Knievd 
in deals!” he used to moan. 

Wherever he is today, I hope 
they have a roomy outfield and a 
crushed-brick warning track be¬ 
cause Reiser would still go hard. 

And to the pl anning staff of any 
ghostly team he may face there. I 
would have a word of advice: 
Don't walk him. Resier was one of 
the best of the Bovs of Summer, 
and he never saw a' ball he didn’t 
think he could hit—or catch. 


More Sports 
On Page 17 
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Ijingnage 

The Great Out There 


Tristan and Mehta 


1 Tie Concept of Musical Purity. 
Vs. the Beliefs of the Composer 


By William Safire 

"MEJf YORK — In Vienna. 

” Alan Levy has been clipping 
certain New York Times stories 
out of the Inter national Herald 
Tribune. The common denomina¬ 
tor is “out there." 

hi one story about show busi¬ 
ness. Lila Wisdom, godmother of 
actress Brooke Shields, is quoted 
as warning: “Ev- , -- — 

crybody has the i' 
millioo-dollar 
deaL There are a f 
lot of phonies out | 
there." -a*§ 

On the busi- H 

ness page, Ed- \ 
ward Telling, A A 

chairman of . 

Sears. Roebuck, --V.®*? 
observes: “We 'A 
can’t forget those i. 

40 million accounts out 
there . . 

On the news pages, Arlene 
Weidner. an organizer of the Save- 
Our-Shrine Committee in Chicago, 
commented on the charges aimed 
at Cardinal John Cody: ‘There are 
2to million Catholics out there who 
must feel awfully bad . . 

Noting these usages. Levy ob¬ 
serves: "When my family and I 
moved to Europe 14 years ago, we 
thought we went Over There. Now 
I keep reading about somewhere 
called OuL There. Since we're plan¬ 
ning a return visit to the States 
next summer. I'd like to book a 
Super-Apex ticket to this newest 
in-place, but we can't find it on the 
map.” 

L too, have been tracking print¬ 
ed references to this much-men¬ 
tioned place. Out There is the in¬ 
sider's derogation of the vast 
wasteland outside. It is not so 
much a place as a collection of un¬ 
sophisticated people — the amor¬ 
phous audience, the mob upon 
which the opinion makers like to 
say they “impact” 

The predecessor phrase was the 
"Great Unwashed.” said to have 
originated with Edmund Burke; in 
this sense, its faintly contemptuous 
adjective was first recorded in the 
United States in 1S44: The larger 
element of ignorance and 
’unwashed’ humanity, including 
our foreign-born population, gave 
victory to Mr. Polk.” 

For a time in the early 1970s, 
"the Silent Majority" was the 
operative phrase, spoken less in 
derogation than in defiant**, but 
that phrase had ancient roots in a 
description of all the people who 
had ever died. It was quickly re¬ 


Letter From ffafcfstaii . : 

Archaeological Crunch 


placed with “Middle America," a 
neutral-connotation coinage by co¬ 
lumnist Joseph Kraft While many 
of US were comparing “h eartland " 
to "Sun Belt” (columnist Kevin 
Phillips) to “Frost Belt” (both 
belts were derived from H.L. 
Mencken's "Bible Belt”), an old 
show-biz phrase slipped in to taka 
over the characterization of the 
masses by die elitists: Out There. 

I think the phrase was popular¬ 
ized in the 1930s with “ah you 
folks out there in radioland " An¬ 
other source might be Australian, 
from the Outback, wilderness (now 
a wilderness area). 

The central element of Out 
There is the conscious separation 
between a speaker and the group 
to which he scornfully, or fearfully, 
or even admiringly refers. As in 
any lumping together of a proletar¬ 
iat, the phrase drips with conde¬ 
scension. The speaker is obviously 
happy to be Eu Here. 

ALEXANDER V. ARENO of 
New York springs to the defense 
of publishers who call (heir books 
"a good read": 

"Are we not dealing here with 
gerunds minus the ingr suffix?” he 
says, coming up with a good ask. 
"Do not archaeologists say that 
they are going on a dig? When ath¬ 
letes get together to compete with 
each other, is not the event called a 
meet? On a hot summer afternoon 
at the beach, would one not be 
tempted to go for a swim? In slang, 
an elaborate social event can be re-* 
f erred to as a do." 

I am aware of the good buy and 
its successor, the real steal, and of 
Rudyard Kipling’s "And a woman 
is only a w oman, but a good cigar 
is a smoke,” after a quick study 
over which many feminists had a 
good cry. 

The use of verbs as nouns, and 
vice versa, is as hilled as the old; it 
can make lively speech and writ¬ 
ing, used in moderation or with 
originality, bat becomes objection¬ 
able when used to excess. 

To those who, like me, reject “a 
good read,” let me c ommend the 
ridicule implicit in Chicagoan Jim 
O'Leary’s observation that "an 
Irish wake could be considered a 
good grief." and Frederic A. 
Woofs television criticism: ‘“Big 
Valley* was a bad view, while ‘60 
Minutes' is usually a line watch." 

Beware of too much of a good 

thing 

New York Timet Service 


By Donal Henahan 

New York Times Sorrier 

N EW YORK — Strange, isn’t 
it, how the Wagner ques¬ 
tion refuses to die. No xrther 
composer raises temperatures so 
high or sets off such' awful rows 
and vendettas, even among peo¬ 
ple whose interest in music is 
otherwise close to niL That, of 
course, is because no other com¬ 
poser’s music is so permeated 
with his political and social be¬ 
liefs, so dominated by his view of 
the world. Strange, again, that 
such a composer should have 
arisen in and come to stand for 
Germany, which had established 
itself as the guardian, of the idea 
of music as a branch of abstract 
thought. Bach’s fugues (not the 
cantatas- or the passions, of 
course.) epitomize, this concept of 
musical purity. Then Beethoven 
came along to strain that mold, 
and Wagner shattered it Music 
and _ philosophy became in¬ 
tertwined throughout Europe in 
the 19th century and have never 
come untangled. 

That is why, when Zubin Meh¬ 
ta decided, on principle, that it 
was time to end the 43-year-old 
boycott by the Israel Ph£Quu> 
monic against the music of Wag¬ 
ner, violence broke out in Tel 
Aviv. Same Israelis cfaridod . 
on principle, that they didn’t 
want to hear anything by this in¬ 
famous anti-Semite and pet com¬ 
poser of the Nazis. They decided, 
furthermore, to disrupt two en¬ 
core pe rfo rm an ces of the Prelude 
and Love Death from “Tristan 
und Isolde,” so that other listen¬ 
ers who chose to stay to bear the 
piece, a ga in on principle, would 
be unable to do so. At the second 
concert, Mehta gave up after two 
measures had been played, be¬ 
cause the anti-Wagnerites dem¬ 
onstrated so loudly. 

Mehta explained that he acted 
out of a love for Wagner's music 
as well as a love for Israel, where 
he is regarded as an adopted son. 
If for the moment he came out 
the loser in this confrontation of 
principled people, he did force 
thought about the whole ques¬ 
tion of music as an extension of 
politics. Mehta, like many other 
musicians who love Wagner's 
music, had a derision to ™Icb 
and he voted as a musical idealist 
— almost, you might say, as a 
German. 

The musical idealist’s conten¬ 
tion — a contention that tradi¬ 


tionally has been considered the 
echt German stand -— th a t ; that 
something which we call art al¬ 
ways tends car aspires to the state 
of anonymity. The idealist can 
have no concern about whether 
the authors of the THad" or 
“The Wefl-T«npered Clavier" or 
“Measure for Measure” were 
good people or bad, whether they 
were kina to dogs or stole from' - 
the poor box. Life is brief but art 
endures, and all that. ■ 

Beyond Rational Objection 

Carrying out that' Walter 
Pater-iih concept we see that Is¬ 
raeli audiences would have a 
duty to hear the Tristan” music, 
just as Mehta would have a duty 
to play it. Why? Because Tris¬ 
tan” is, beyond all rational objec¬ 
tion, important and enduring 
music, great art by any definition 
but the most obtusely parochial. 
It must, then, be spread through 
the world by music's missionar¬ 
ies, and dispensed to evayone, 
Eke vitamins or antibiotics. 

But Israel, though it has been 
called a state of Timid as weO as a 
state in the more usual sense, ex¬ 
ists in the real, non-abstract 
world. And so, at least for the 
time bring, do Wagner's musk: 
and the specter of his person. 
Mehta was perfectly right to try 
to play the “Tristan" excerpts; 
his only mistake was in not wait- 

Tbe fact is tliaTwhile the gen¬ 
eration that lived through the 
’30s and ’40s is still able to walk 
and talk, Wagner will not have 
an entirely dean bill of health. 
Those who are remnants of that 
period may be enchanted by his 
music, but they will never be 
completely free of a sense of un¬ 
easiness, a feeling almost of con¬ 
tamination. Mehta is too young 
to feel that, except empothetical- 
ly, as the sensitive artist he is. 

A Craven View 

But the survivors of one of his¬ 
tory’s most ghoulish episodes are 
entitled to despise Wagner if they 
wish to. Israel, after all. is not the 
whole world. Wagner has re¬ 
claimed his popularity to an as¬ 
tonishing extent in the last four 
decades and can' be heard 
unceasingly in almost every other 
corner of the globe. Art win not - 
suffer fatally if the Israel Philhar¬ 
monic derides that the boycott of 
the Prelude and Love Death 




Composer Richard Wagner 

must continue for a few more 
years. 

This, of course, would be a cra¬ 
ven view of the question from the 
standpoint of the 19th-centnry 
musical idealist and his present- 
day counterparts. The Symbol¬ 
ists, for instance, regarded music, 
and art in general, as an alterna¬ 
tive or substitute for religion. It 
was no accident that Wagner’s 
most powerful champions in Par¬ 
is have been, early and late, liter¬ 
ary people: Mendes, Ba ud ela i re, 
Dore, Verlaine, Mallarme, 
Valery, Proust. In Germany the 
Wagner brigades were led by 
such writers as Nietzsche and 

Mann; m England, by Shaw. 

The reason is that Wagner, 
more than any composer before 
him, had by his own aetf-adver- 
tising prose forged connections 
between his music and his philo¬ 
sophical ideas, such as they were. 
Literary folk, who generally are 
Mend with tin ears and do not 
really understand anything bat 
opera, found Wagner's music 
surprisingly easy to accept, even 
while musicians such as Debussy 
were bring caught in a classic 
love-hate relationship with a 
composer whom they recognized 
as a dangerous kind of genius. 
Most musicians mistrust words 
as much as most literary people 
mistrust music. Even now, Wag¬ 
ner’s music is generally a youth¬ 
ful addiction that most musicians 
get over, if never entirely. 


The irony is that Wagner him¬ 
self became a musical idealist in 
Ms later years. He expressly con¬ 
tradicted the view he had cham¬ 
pioned in "Opera and Drama,” a 
polemic that had "stressed the 
primacy of poetry in the synthe¬ 
sis of muse and words," as 
Derek Watson puts it in a new 
biography published by Schirmer 
Bodes, "Richard Wagner." Ten 
years after rallying literary circles 
to his banner with “Opera and 
Drama,” Wagner discovered 
Schopenhauer, whose contention 
was that music is entirely inde¬ 
pendent from any text or stage 
action. 

The man who had persuaded 
half of Europe's litenuy men that 
4 words should dominate music — 
as if they needed persuading — 
now flip-flopped. For most of the 
remainder of Ms career he com¬ 
posed like a Schopenhauer disci¬ 
ple and thus a true German: in 
Tristan," for instance; he put so 
little emphasis on the text that 
the whole of Act 2 could be sung 
in vocalise without much distor¬ 
tion or misrepresentation of its 
essential ecstatic meaning. 

Whenever the problem of poli¬ 
tics and art comes up, as it al¬ 
ways does and always mil, hard 
words are sure to be spoken. But 
it helps to remember that noth¬ 
ing is true or false in the abstract, 
and that context shades every sit¬ 
uation. - 

The Reluctant Bing 

Throughout most Of Ms career 
as general manager of the Metro¬ 
politan Opera, for example, Ru¬ 
dolf Bing showed a marked re¬ 
luctance to gngngr artists whose 
careers had been tainted by asso¬ 
ciation with the Nazis. That now 
strikes a younger generation as 
absurd — a case of cutting off 
the Metropolitan's nose to ante 
the Master Race. But Bing nad 
lived through a traumatic period 
in European history and so had 
most of the Metropolitan's audi¬ 
ence; to ask them to adopt an 
Olympian, idealistic view cn cer¬ 
tain German musicians would 
have been to ignore the fact that 
art, like politics, can only be an 
abstraction in retrospect. In 
other words, Homer, Bach and 
Shakespeare are old enough to be 
considered politically impotent 
and artistically pure, but Wagner 
evidently is not Mehta’s brave 
experiment proved that. 


By Michad T. Kaufman 

New York Tima Service 

’T'AXILA, Pakistan — Within a 
. 1 shard’s throw of some of the 
oldest and best preserved archaeo¬ 
logical rites in South Asia, gravri- 
making machines are chewing up 
. hillsides that provide relics going 
back 5,000 years.. 

* "These machines are a very dan¬ 
gerous threat to our sites, said 
Gubar Mohammed, the curator of 
the archaeologicalmuseum at Tax?, 
ila. 

Diesel-powered rock grinders 
are scattered throughout the 25 
square mil** of archaeological 
sites* in a region in which Buddhist 
monasteries, Greek settlement! 
and spectacular pieces of Ghan- 
dara statuary that bleed Buddhist 
imagery with Hellenistic style have' 
been found. 

"These machines," Gulzar said, 
"are c a wwog more Humagt than - 
anything that has come to Taxila 
since the white Huns.” 

The Hurls came in the fifth cen¬ 
tury and laid waste to the stupas 
and teamks and schools that had 
been bunt by the waves of arrivals 
to the plain. In roughly chronolog¬ 
ical order, there came the Persians, 
the Gredcs, the. Bactthnu, the 
Scythians, the Parthums the 
Rushans. Alexander the Greaz was ■ 
here, as was Asoka, the unifier of 
Tnrfia Tn the fourth century, Chi¬ 
nese pilgrims described the area as 
a great center of civilization and 
learning. British officers first noted 
the ruins in 1822, and excavations 
were begun in 1913. More recently, 
Pakistani scientists have found ar¬ 
tifacts traced to a neolithic pre- 
Harappa settlement dating from 
3.000RC. 

During the chaos of partition 
and independence, there was wide¬ 
spread looting of the museum here, 
and many missing pieces have 

tions. The gravel digs did not ap¬ 
pear until three years ago. 

The gravel machines have 
prompted widespread concern, 
and archaeologists from several 
countries have called upon the 
United Nations Educational, Sci¬ 
entific and Cultural Organization 
tointervene. 

Gulzar bmt often complained to 
the local police about illegal 
bulldozing near unexcavated rites. 
He said that the gravel operations 
were occasionally stopped for 
short periods. ... 

"I realize that gravel is necessary 
far national development of the 
country, for roads and buddings." 


he said, "but this is just the wrong, 
place." The Tact that the rite is 
only 21 miles from Islamabad, the 
capital city where much construc¬ 
tion is going on. has evidently led 
profit-minded contractors to con¬ 
clude' that this region is the right, 
place. 

- - Buddhist Monastery 
...‘.One. of. the most, spectacular. 


thetimeofChrisL ' 

.The two courtyards are laid out 
like a Greek temple. There, are the 
basis of two huge stupas and sev¬ 
eral statues of Buddha, some .of 
which have bas-reliefs ■ showing- 
Greek '. deities. The walls are 
straight and true, and there are 
about30monks’ ceils., - - - 

. From what seems .to-have been 
the «amyway to the monastery, a 
visitor can see-workes 100 feet 
away loading rock into a crusher 
that spits gravel into a truck be¬ 
low. 

The site is weH maintained, 
though there are few tourists. The: 
caretaker and guide, Ali Darbash, ' 
said, he had found shards, cans 
a nd stone m a s k s bn the wn where 
the rock was being crushed. 

"I tril the people at the museum 
that the digging is dangerous,” he 
said,- "and then the police come 
and‘then the digging stops- 
then someone gets pan!and .then 
the digging starts again. 

“If you look at the top of ah' 
these bilk around here,” ne went 
on, "you can see the pieces of stu¬ 
pa and temples sticking out Every 
MD has some treasures, arid only a 
few have been dug.” 

In October,- the Pakistan Times, 
a papa* with close ties to the nrifi- 
taiy government, published a long 
report denouncing the iockgrind- 
ine near the sites as illegal. The ar¬ 
ticle said that while tl&Seczetaiy 
of Culture was aware of the out¬ 
rage and that all involved govern¬ 
ment offices bad been informed-of 
what was taking place, the “stone 
crashers continue to crush rocks 
extracted through blasting.” 

Khaled Ahmed, the author of 
the article, cited the work of a Brit¬ 
ish archaeologist who found that 
the Masting was causing visible 
damage to the uncovered monu¬ 
ments. • 

In the past, articles of this sort 
in the government-crintrolkd press 
preceded direct action against; 
whatever target had been singled 
out by journalists. -- • 
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